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NATIONAL POLICIES AND ISSUES 


REFORM OF PRICING, TAXATION SYSTEM DISCUSSED 


HK260600 Beijing JINGJI GUANLI in Chinese No 9, 15 Sep 80 pp 27-30 


[Article by Luo Jingfen [5012 4737 1164): "The Reform of Price and Taxation System 
Is the Important Link of the Reform of Economic System") 


(Text) Ever since the 34 session of the llth party Central Committee, many of our 
régions and departments have done much research and meaningful experiments directed 
toward reforming the economic system. Certain results have been achieved within a 
relatively short period of time. This has opened up a sew phase in the economic 
management of our country. However, with the development of initial reforms along 
this line, many new problems have been raised. The most outstanding o! these prob- 
lems is the one on pricing and taxation. ,This problem not only affects the normal 
development of the existing preliminary reforms and experimental work, it also con- 
cerns the smooth progress to the next stage of overall reform of the economic sys- 
tem. 


I, 
The pricing and taxation system involves many aspects. 


tirst, the experimental work done along the line of enlarging enterprises decision- 
making powers is primarily on the retention of profits by the enterprises. Measures 
on the stipulation of difierent levels for profit margin for individual trades or 
enterprises and the appropriate readjustment of the profit base have been adopted. 
However, due to irregularities in the existing pricing and taxation system, there 
are still disparities between different trudes and enterprises. For instance, at 
present the price for certain goods is very low and yields little profit, while that 
for others is very high and yields great profic. For the sake of raising the profit 
margin, enterprises prefer to produce high profit goods rather chan low profit goods. 
Such a condition already exists. However, with experimental system of allowing eca- 
terprises to retain their profits this trend is further intensified. Some enter- 
prises acquire more profits by producing more goods which sell at a higher price and 
yield a great profit. As a result, the disparity between enterprises is intensified. 


Second, industrial reorganizacion also faces the problem of pricing and taxation. 
The primary purpose of establishing a company is to do a good job of the reorgani- 
zation of our industry along the lines of specialized coordination and integration. 











However, the existing indusirial-commercial tax is levied oa the income of the sale 
of goods. One nore coordination step resuite in an additional tax. This is an import- 
ant reason that enterprises prefer all-round /uctories rather than specialized co- 
ordination. With the establishment of « company. the enterprise can adopt internal 
pricing. Spare parts made for coorcinat.on within the company are exempted from 
further taxation. This practice, to some extent, is beneficial to the developmer’ 

of specialized coordination within a company. However, this is not necessarily b ne- 
ficial to the development of cooperation between subordinated factories of the com 
pany and outside enterprises. Certain cpecialized factories outside tie company 
produce spare parts at low production costs by using highly efficient special in- 
stallations and the organization of muse ~rocuction However, when the additionai 

tax is included, the producer's price of the product might be higher than that of 
coordinated pricing within the company. Subordinated factories of the company wili 

be reluctant to purchase parts from specia. sed factories outside the company. Con- 
sequentiy, the company is obliged to be sclif-suiiicient in producing needed parts and 
become an extra iarge "*ll-round factory ' lc is obvious thac it is impossible to 
Organize specialized coordination of cic «ic. Soctety without changing this situation. 
Furthermore, if the coordinated pricing within the company is too low, and even lower 
than the market price, the spare parts factory of the company wiil be unwilling to 
supply parts to other subordinate factocies of the company. This will certainly af- 
fect the internal coordination of the company. An irrational pricing and taxation 
system also prevents a large number of i: ependent med‘um and small-sized enterprises, 
wheih are closely reiated to the core enterprises in terus of production cechnology, 
from uniting with the core enterprises through economic means. 





Ther .s aiso the problem of local cax in organizing 4 company. The existing incus- 
trial-coagmercial tax is ievied on the income of the sale of goods. One wore coordi- 
nation step results in an additional tax. This is an important reason that enter- 
prises prefer all-round factories rather than specialized coordination. With the 
establishment of a company, the enterprise can adopt internal pricing. Spare parts 
made for coordination within the company are exempted from furthertaxation. This 
practice, to some extent, is beneficial to the development of specialized coordination 
within a company. However, this is not necessarily beneficial to the development of 
cooperacion between subordinated factories of the company and outside enterprises. 
Certain specialized factories outside the company produce spare parts at low produc- 
cion costs » using highly efficient special installations and the organization of 
Mass production. However, when the additional tax is included, the producer's price 
of the product wight be higher than thac of coordinated pricing within the company. 
Subordineted factories of the company wi.. be reluctant to purchase parts from spe- 
clalized factories outside the company. Consequently, the company is obliged to be 
self-sufficient in producing needed spares and become an extra large "all-round 
factory." it is obvious that it is impossible to organize specialized coordination 
of the whole society without changing this situation. Furthermore, if the coordin- 
ated pricing within the company is ‘oo iow, and even iower than the market price, 
the spare parts factory of the company wiil be unwilling to supply parts to other 
subordinate factories of the company. An irrational pricing and taxation system 
4lso prevents a large number of independent acdium and small-sized enterprises, which 
are ciosely relatec to the core enterprices in terms of production technology, from 
uniting with the core enterprises through economic means. 
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There i8 alee the problem of local tax in organizing a company. With the estabd- 
lishment of a company, the production of certain iocal industry or mines come under 
the control of the company. As 4 result, the interest of the locality is often ne- 
giected. The local government is not given a share of the texes to cover its ex- 
penses for municipal works aad public utilities. No wonder the establishment of a 
company is not welcomed by local governments. 


Third, the same problem will also arise with administration of finance both at the 
central anc local leveis. if the financial income of a locality is to be drawn 
directiy from profits and taxes turned over by the local enterprises, che locai 
government will have greater enthusiasm to develop local industrial enterprises which 
can yieid higher profits and a greater amount of caxes. This will increase the fi- 
nancial income of the local government. However this will only increase the probd- 
lem of duplicated production and construction. The problem is especially serious 
with the processing industries of agricultural and mineral products. in terms of 
quality, cost of production and coordig@ated utilicy, it is rather unsatisfactory for 
these products to be processed locally. However, it has the advantage of providing 
a large sum from che profits and taxes to the locality. Om the other hand, if the 
agricultural anc mineral products were redirected to other places, the locality re- 
ceives nothing from the profits and taxes. This will inevitably make che work of 
redirecting agricultural and mineral products all the more difficult. 


Fourth, at present, the contradictions in the pricing and taxation system has become 
more pronounced with the greater emphasis on iringing into play tne roles of the law 
of value and the promotion of market regulation and competition. With the pricing 
policy violating the law of value and the taxation system being irrational, the pro- 
motion of market regulation will only lead to a frantic rush for the production of 
profitable goods on the part of enterprises. An irrational pricing and taxaiion 
system also leads to haphazard investments. It will also nullify any standard for 
analyzing and comparing the effects of technological measures and the efficiency of 
departmental investment. This also makes it very difficult for the adjustment of 
the national economy to achieve the expected results. The imbalance of supply and 
demand of goods will also be intensified in certain respects. This will inevitably 
lead to confusion in economic life. 


Furchermore, issues such as the problems involved in the organization of an integrated 
agricultural-industrial-commercial complex and the contradictions between industry 
and commerce as a result of marketing of goods by the industrial enterprises then- 
selves all involved the distribution of profit between agriculture, industry and 
commerce. In the final analysis, these are also problems of pricing and taxation. 


in short, as a first step in the overall reform of the economic system. we should 
first readjust prices and reform the taxation system. In essence, this is the vital 
groundwork for the overall reform of the economic system. This must come before 
other reforms. 


Il. 


Our existing pricing and taxation system is extremely irrational. This is exempl- 
arily illustrated in the extreme disparity of profit levels between different trades 
and between different enterprises. Such a system is umable to reflect the reality of 
management performance of different trades and enterprises and the extent of their 
contribution to the state. 
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less by merely relying on the price departments to tackle the thousands of varities 
of prices, the complexities of the computation of cost of production and the con- 
stantly changing relations of supply anc cemand in the market. Therefore, the 
readjustment of prices should make full use of the market mechanism. The price of 
importan: necessities, such as food and cotton cloth, shouid be centrally controlied 
by the state. However, as ior goods which have many varieties, specifications and 
choices, the state should take the agreec price between supplier and consumer as 


the criterion for price formulation. 


— 


The readjustment of prices is a highiy in 


nancial income of the state and has direct bearing 


It directly affects the fi- 
the livelihood of the people. 


tricate work. 


- 
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Therefore, we must be extremely careful. However, this should not make us overcau- 
tious nor should it cause us to freeze the existing pricing system and end ail pric- 
ing activicies indefinitely. If prices remain unchanged, the development of produc- 


tion will be adversely affected. Some departments will remain backward perennially 
and the preionged shortage of certain goods will continue. This will bring us into 
another precicament. some people worry chat the readjustment of prices might cause 
general rise of prices which might get out of control. This is really a miscon- 
ception. in fact, the generel rise of prices is caused by an excess in purchasing 
power (including the purchasing power of consumers and investments) over the supply 
of social commodities (including commodities for caily consumption and production 
consumption). With the development of product the supply of goods will be in- 
creased anc a satisfactory balance between purchasing power anc social commodity 
can be maintained through strict control of currency circulation. The stability of 
the general price leve! can then be maintainec. This is the fundamentui measure 
for preventing price increases. On the contrary, if the purchasing power is greater 
than the suppiy capacity of soc tne price of certain goods item is bound 
to increase even if this increase is readily observable or not. Some people worry 
hat ¢ adjustment of prices wiil inevitably cause increased financiai expenditures 
by the .cate and the lowering of the consumption level of the people. This worry 
is unfounded. We should examine the difficulties involved in the readjustment of 
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prices 48 wWe.i 48 the advantages it wil. bring. The rational readjustment of prices 
will bring along development in production and an increase of goods. Thus, tie 
financial income of the state will be increased and market supply will be improved 

i979, after the purchasing price of agric: ltural byproducts were increased, there 
Was & Significant increase in the amount of « ricultural byproducts sold by the 
peasants to the state anc the amount of goods exchanged in barter trade as compared 
with the previous year. The price index of consumer goods in barter trade had aiso 
gone Gown. The ditference between official and market prices had been further short- 
ened. .t is a wei. proven fact that success in price readjustment has more advantages 
than cisadvantages. 


it must be pointed out that market price can be differentiated from the producer's 
price anc wholesace price and treated differently. The dissociation of the two types 
of prices can Se regarded as a dual price system. Judging from our present conci- 
tions, the market price of co s.we™ goods should in the near future be stabilizec 
in orcer to provide a stable 1a * or the people. Therefore, at present, the most 
re@.istic thing to do is to implement a dual price system. That is tv say, there 
1S no need for the market price of consumer goods to be readjusted as the purchasing 
price o. agricultural products and the producer's and wholesale prices of industrial 
roducts ate readjusted. The state should compensate any loss suffered by commercial 
ungertakings involved in the consumer goods trade as a result of increased purchas- 
ing price of agricultural products and producer's price of industrial products. The 
readjustment of producer's and wholesale prices is a redistribution of profit between 
industrial enterprises, between industrial and commercial enfurprises and between 
commercia.s enterprises. it generaily will sot cause any reduction of state finan- 
cial income or the increase of daily expenses of the people. Therefore, on the 
condition of a relatively stable market price, the producer's and wholesale prices 
can b° reacjusted independently. This essentially calis for an overali readjust- 
ment of the existing producer's and wholesale prices. As long as we do this con- 
scientiously, such a readjustment can de attained within a few years. Nothing will 
go wrong if we are a bit more daring in this respect. Of course, an overall read- 
justment of prices does aot entail a permanent sciution. From then on, with the 
changes of cost of production of goods and the supply and demand relationship, cor- 
responding changes should be made very year, this will maintain the price of various 
industrial and agricultural products at a reasonable level. 


Some people think that after the market price has been stabilized and the producer's 
price increased, there will be an increasing number of problems in the prices of the 
circulating links. it follows that if the state implements a price suosidy for the 
supplying part of the market, the financial expenditure of the state will correspond- 
ingiy be increased. In actual fact, this is only part of the picture. if the pro- 
ducer’s price of this type of product is not adjusted, any loss by the producer 
enterprises, in the long run, wili require a ioss of subsidy from the state. As 

for enterprises which are profitable, they can increase the amount of profit turnec 
over to the state after they have increased the producer's price. In this way, the 
State will be compensated financially. As for other enterprises, the state can 
withhoid its financial allocation so as to make a corresponding reduction in expendi- 
ture. Therefore, juding from the whole, the increase of producer's price generally 
will mot cause any substantial increase in the net expenditure of the state. 














At present, the price of certuin inportec goous is rather unreasonable. The method 
of foreign trade subsidy is adopted to keep the imported price lower than the domestic 
producer's price of the same category of goods. This is harmful to the protection of 
domestic production and to che economic use of foreign exchange. This type of pric- 
ing shauld algo be readjusted beforehand. 


Second, reform the taxation system. At present, we are practicing a single indust- 
rial and commercial tax system with regarc to industrial enterprises owned by the 
whole people. Im actual iact, tax is levied according to the income from the sale 
of products. Many of the tax rates were stipulated before 1956 to suit the needs 
of restricting and transiormaing capitaiist inaustry and commerce. Such an over- 
simplified practice have many deficiencies. ic cannot effectively reguiate the 


profit level of enterprises nor can it concentr the extra-profit, which is not 
acquired by enterprises themseives, into tae hands of tne state finance. it is 
harmful to the coordinated development ©. svecialization It is also not good for 
controlling the production and consumption of certain goods. Finaliy, it is nor 
good for ensuring a fixed source of inco.e ‘tor the iocality by clearly demarcating 
between different types of taxes. ‘thereitore, an all-round retorm should be carried 


Out to institute a new and varied taxatior ystem. For Snstance, a resource tax 
should be instituted according to different conditions of natural resources. An 
asset tax should be instituted on tne fixec asset allocated by the state for invest- 
ment without Compensation. This shoule de measured in accordance with the different 


sevels of technoiogical instaliation. Jhe rate for asset tax should not be too high, 
otherwis. it will hamper technologica: advances. A land tax should be levied on 
public land accoreing to iocations anc use. A product tax should be levied on lux- 
urious cosuodities such as tobacco, wine, cosmetics and high quality consumer goods. 
The price of these goods has Deen purposely set at a high level. The product tax 


should be levied on the part im excess oi the producer's price. The existing in- 
dustriai-commercial tax should be different ated into the business tax of commerce 
and servicing industry and salt tax. Furthermore, an appreciation tax shouid be 
ievied. A constructéon tax should be levied on self-finance construction projects 

to control the scale of basic construction. For the sake of encouraging the expan- 
sion cf export and carry out the necessary restrictions on import, an import tax 
should be restored whereas the tax on exports can be reduced, exempted or refunded. 
Lecal governmencs should levy an urban construction taxon local enterprises to pro- 
vide for the setting up of municipal works andpublic services and for the development 
of educational and sanitary affairs and domestic services. (The tax rate for dif- 
ferent areas can be different and the local people's congresses should, within a 
certain limit, have full autonomy to decide for themselves.) The state should levy 

an income tax on the net profit of all enterprises. Such an income tax should have 

a set of supraprofit graduated rates fer different trades and goods and for differ- 
ent ‘evels of profit. On the basis of such a multi-tax system, a new dual financial 
system should be set up thraugh the levying of income t#x, the enterprises can be- 
come independent economic accounciag units which bear sole responsibiiities for their 
own profits and loss. 


The reac justment of the taxation system anc che institution of new tax rates is 

a redistribution of income between -ne central ance local ievels and between the 
State and the enterprises. It generally does not interfere with the people's lives. 
Therefore, when compared with price readjustment, it is a lot easier andhas less 


advers. etfects. For certain goods, the tax is too heavy and the profit is too 
meager whereas for others the tax too light and the profit too large. Both cases 














are unreasonable. This problem can only be resolved by readjusting the tax rates. 
Furthermore, the price of certain goocs require readjustment. However, such read- 
justments might cause price increase of certain daily necessities. In this case, 
the method of tax readjustment can be used as a transitional measure to readjust 
the profit of enterprises. For instance, synthetic fabric should have a higher tax 
rate because it yields a greater protit. Whereas cotton fabric should have a lower 
tax rate because it yleids a smaller profit. in this way, all textile industrial 
enterprises, whether they are producing synthetic or cotton fabrice, will have more 
or less the same amount of profit. The defect ot this practice is that although che 
enterprise profit has been readjusted, the irrational price parity between mutually 
replaceable goods still persist. This still cannot change the consumer's choice ot 
goods nor effect any change in the social consumer structure. 


Through price readjustment and transformation of the taxation system, different en- 
terprises of different trades can produce and engage in the trading of different 
goods. in this way, enterprises with parallel degrees of technological installations 
and management level can acquire more or less the same kind of profit. Goods in 
ert-eme shortage and urgently needed by society and export goods should be allowed 

a greater profit margin. Ordinary goods or goods aot in great deman“ can have less 
Or even no profit. In this way, production and enterprises which are m re benefi- 
clal to the overall interest of society can have greater economic benefits. This 
will encourage the enterprises to enthusias.i.ally develop the "short front" goods 
which are in short supply and try their best to satisfy the various needs oi society. 
By that time, there will not be any need to assign instructive plans to the enter- 
prises. However, some enterprises are restricted by their specific conditions of 
construction. For instance, some factories are set up in frontier or remote regions. 
The expenditures of these citerprises are relatively higher than other places. As 

a result, they do not have the conditions to compete with other enterprises of the 
same trade. If these factories continuation is deemed necessary from the perspec- 
tive of the overall and long-term interest of the state, the state should cancel 

the drawing of depreciation from the fixed asset invested by these factories on 
public services and flood control measures. Furthermore, such fixed assets shoulc 
not be included in the cost of production of the goods produced by these factories. 
Meanwhile, measures such as tax reduction, tax exemption or financ’al subsidies can 
be used so that the profit of these enterprises can be on par with other enterprises 
of the same trade after improving their level of management. 





In short, pricing and taxation are two important links in the whole chain of the 
economic system. They are the key to the further reform of the economic systen. The 
various reforms of the economic system wili not achieve their expected results with- 
out first making the necessary readjustment in the pricing and taxation system. At 
present, the reform of the economic system is at the experimental stage. The reform 
of the pricing and taxation system should catch up with this development and even 
surpass it so that this experimental work can be carried out smoothly. 
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NATIONAL POLICY AND ISSUES 


OPERATION OF JOINT ENTERPRISES BY STATE FARMS ASSESSED 
HK240300 Beijing JINGJI GUANLI in Chinese No 9, 15 Sep 80 pp 5-7 


(Article by Guo Shutian (6753 2521 3944’. “Considerable Progress Has Been Made in 
the Experimental Running of Agriculture-industry-Commerce Joint Enterprises by State 
Farms" 


(Text) in accordance with the decision of the party Central Committee and the State 
Council, state farms began the experimencal running of agriculture-industry-commerce 
joint encerprises, from the second hali of 1972 onward. In the past 2 years, with 
the support of party committees and the Gepartments concerned in ali localities, 
this exverimental work hes made considerabie headway, and has met with remarkable 
success. 


The number of experimental units is continualiy increasing. At the symposium on 
experimental projects convened by the State Council in September 1978, it was de- 
cided chat experiments should first be carried out in seven areas, namely Beijing, 
Tianjin, Shanghai, Shihezi [prefecture in Ainjiang Uygur Autonomous Region], Heilong- 
j‘iang, Guangdong and Sichuan. By August 1979, there were already 36 experimental 
units approved by the leadership of provinces, municipalities and autonomous regicns. 
By March of this year, the number of experimental units had increased to 105. With 
the approval of the State Agricultural Commission, the agriculture reclamation de- 
partment set up the China Agriculture Reclamation Agriculture-Industry-Commerce 

Joint Enterprise Corporation. At the present moment, the total of experimental units 
in 26 provinces, municipalities and autonomous regions, excluding Qinghai, has 
reached 160. The majority of these experimental units have been approved by the 
leaderships of provinces, municipalities and autonomous regions, but a few have the 
approval of local or county level leader hips. There are two farms, built on newly- 
reclaimed land, in Hanshou County, in the Changde region of Hunan Province, where 

the county committee insisted that operations be run, from the outset, on the lines 
of agriculture-industry-commerce joint enterprises, a suggestion which was supported 
by the region and the province. 


The scale of experimentation is continually expanding. When the experiments first 
started. they were on a relatively small scale, and were mainly carried out by conm- 
porent units, within the scope of the agriculture reclamation organizations. Now, 
tne scove of integration is becoming greater and greater, the integrated units are 
gettin, more andmore numerous, and the forms of integration are continually increas- 
ing in variety. (1) Integration within the agriculture reclamation organizations. 
For the must part, these possess the following conditions: 1) agriculture reclama- 
tion bure.us of provinces, municipalities and autonomous regions set up agriculture- 
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industry-commerce joint enterprise corporations, which have a single overall setruc- 
cure and © » trademarks. Examples of this are to be found in Beijing, Tianjin, 
Shanghai, Jiangsu, Zhejiang, Jiangxi, Hubei, Ningxia, Liaoning and so on. 2) Re- 
gional, gunicipal and county=<level agr.culture reclamation bureaus set up agriculcure=- 
industry-commerce joint enterprises, a4 in such pleces as Chongqing, Harbin, Shihezi, 
.woyang, Anshan, Luda, Dawa, Yanbian, Weinan, Dongxi Hu, Nanchang, Nanning and 
Hangenou; 3) One farm. Ur several farms, integrate their resources, as, for example, 
the Zhanjiang Huguang agriculture-industry-commerce joint enterprise consisting of 
three farme and three industrial enterprises in Muguang, and the Jiuean agriculture- 
industry-commerce joint enterprise in Meilongjiang consisting of 12 industrial en- 
terprises and 5 dairy teams; 4) specialized corpotations are organized, such as the 
ginseng and antler corporatica of Jilin, which is gade up of 70 state-run ginseng 

and antler farms from all over the province. Big cities like Beijing, Tianjin and 
Shanghai have established dairy companies, and many joint enterprises have also 
organized construction companies, transport companies, service companies and soon. 
(2) Integration of agriculture reclamation departments and other deparments. For 
example, the joint enterprises of Tianjin Municipality and the Tian‘in Bicycle Conm- 
pany have jointly established a bicycle spare parts factory; they are also consulting 
the light textile department on the joint setting up of woolen mills, carpet fac- 
tories ance canning factories. The Zhanjiang Huguang joint enterprises are involved 
im the ‘oint operation of shops and other enterprises with department of commerce. 

\3) Interregional alliances. For insiance, Jiangesu's joiat enterprises are combining 
with those of Jiangxi in the joint running of furniture factoriés, and with the Nei 
Monggol farms and ranches bureau to jointiy produce woolen goods. (4) Integration 
with comsunes and production brigades. Last year, Chongqing's Changjiang joint enter- 
prises combined with 5u weightorine agricultural production brigades to carry out the 
joint processing and marketing of tea and fruit; this year, (hey have expanded the 
scope of cooperetion and aiso developed integration with production brigades in 

the areas of fisheries and the dairy industry, so that the number of combined pro- 
Guction brigades now exceeds ©00; in the Chongqing gunicipal area, they are moreover 
jOintiy running hotels, restaurants and cinemas with Nanping commune. The joint 
enterprises in such places as Harbia, Anshan, Luoyang, Xinding in Shanxi and Yuhang 
in Zhejiang ail rely on the farms for support, anc cooperate extensively with the 
communes and production brigades in their areas. Ail these types of integration have 
an important part to play in unified planning and the full utilization of local re- 
sources in developing production, as well as in resolving contradictions in farms and 
communes, anc increasing heir solidarity. (5) integration with foreign commercial 
in’erests. The Tianjin sunicipal joint enterprises are operating a jointly capital- 
ize. and managed winery with French interests, producing brandy for export. 


The results of production operations have been excellent. This can be seen most 
Significantly in: ) the rapid repayment of Gebtse anc increase in profits. Luda 
Municipality has three farms, whose desis in 1975 amounted to RMB 460,000, whereas 
in 19°9, after the formation of joint enterprises, this was transformed into profit 
of RMB 1.49 million. Chongging’s «tate farms had a profit of only RMB 50,000 in 
i975, whereas after the introduction of joint enterprises in 1979, this was in- 
creases to RMB 1.7 million. The state farms in Tianjin Municipality showed a profit 
of RMB 2.03 million in 1976, but after the introduction of joint enterprises in 1979, 
this was increased to RMB 8.53 gwillion. The cultivated area of these joint enter- 
prises was not eniarged at ali, and, apart from the raising of purchase prices for 
agricultural products by the state and the improvement of operational management 
within enterprises, the inauguration of agriculture-industry-commerce joint 
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enterprises wae an important factor in the .arge-secale increase in receipts, 

2) Reliance of enterprises on their own reserves, and the expansion of the scale 

of production. In the past, farms put into effect the “two lines of income and 
expenditure," in the management of their cinancial affaire; they remitted all their 
profits to the state, and the etate subsidized aii their debts, Last year, this 
method was changed, with the introduction of 4 system of payment partiy in cash and 
partly in kind, thus greatly widening the powers of initiative of enterprises, and 
arousing their enthusiasm. Reductions have been made in investment in basic con- 
etruction in many integrated enterprises, nevertheless, by reiying on their own 
reserves, by making use of the “snowball” effect, and by initiating processing in- 
dustries for agricultural and livestock »roducts and other sideline industries, 

many undertakings have bees developed, the nuaber of operations increased, and the 
acale of production expanded. Tianjin's Yangliuging farm for many years operated 
only in the agricultural sector, and altoough ite grain production was as much as 
1,000 jin per gu or more, and vegetables production was in the region of 10,000 jin 
per mu, it still did not begin to grow sore prosperous. Last year, with the support 
of the municipal joint enterprises, ic « < up four factories for the production of 
watchcaces, starch, wire-drawing anc cai.cring; the profits from these undertakings 
in the same year were RMB 340,000, and clhis capital is being used this year ior 
continued expansion of industrial and siceliine operations. 3) Reorganisation of the 
conditions of agricultural production, anc promotion of development in agricuiturai 
production. This is a significant goai in our running of joint enterprises. Each 
‘oint enterprise makes use of its own accumulated capital to carry out irrigation 
and water conservancy works, instal. agricultural aachinery and raise the level of 
agricultural mechanization and labor productivity The joint enterprises of Jiangsu 
Province iast year increased their net profit te AMB 29 miliion, from RMB 2.7 mil- 
ifien iu the previous year, and their expenditure in developing water conservancy and 
in purchasing of agricultural machinery amounted co RMB 11 million, thus gradually 
strengthening the agricultural foundation. 4) Opening wide the door to production, 
thus provicing new ouciets for surpius labor. The joint enterprises of Luda and 
Anshan, through their newly opened process.og industry and commercial network, have 
absorbec a workforce of more than 1,200 people; the building and contracting firs 
organized by Luda has found jobs for @ore than 1,500 people. 5) Increasing the 
state's income from taxation. In 1979, Tianjin's joint enterprises remitted taxes 
to the valve of RMB 2.98 million, an increase of 92.2 percent over the previous 
year; in 19/9, Jiangeu'’s joint enterprises remitted taxes worth RMB 14 sililion, 
which represented a 40 percent increase over the previous year, and Chongqing 
Municipality's joint enterprises contributes taxes worth RMB 1.24 million in 1979, 
27 percent sore than in the previous year, while ia the first quarter of this year 
they remitted taxes to the value of RMB 34 0,000, an increase of 59 percent over the 
same period last year. 6) Enlivening the market, anc gaking the economy more pro- 
sperous. The joint enterprises have ali set up commercial networks to garket their 
own products, and lacreased market supplies. The fare products sold by these conm- 
mercial networks are generally fairly fresh, and their prices reasonable; their 
service attitude is good, and their business hours quite long, so that shey are wel- 
comec by tho sasees. Some joint enterprises are supplying their goods direct to 
industrial and wining enterprises, wiiversities and colleges and to similar consumers, 
reducing the intervening stare: as weil a8 transportation, thus reducing the loss 
and wastage of goods which they cause. 











In general terms, the practical experience of experimentation proves that the de= 
cision of the party Central Committee and of the State Council wae an entireiy cor- 
rect one, and the broad masses of workateand etafi are extremely pleased with it. 
They say that, in the state farms of the 1950's, which operated only in 4 single 
field, they knew nothing but hardship; when chey started to engage in industry in 
the 1960's and 1970's, they had their firat taste of success. They now say that 
bright prospects lie ahead for the agriculture-industry-commerce joint enterprises 
and folliow'ng the road of combined operations in agriculture, industry and commerce 
are important seasures for the enrichment of the farms, and conform to the law of 
economics which states that the relations of production should be suited to the de= 
velopment of the productive forces. There are no grounds for maintaining that 

the adoption of industrial and commercial activities by farms, or their running of 
agriculture-industry-commerce joint enterprises, may affect agricultural production, 
disrupt the centraligzed socialist market or reduce state revenue. 





The experimental running of agriculture-industry-c amerce joint enterprises hae 
brought about tentative reforms in the existing ecoi..mic mnagement organization, 
and has also sparked off the appearance of changes i: the economic structure of farm. 
in the past, the job of farms was simply to produce raw materials, while the proces- 
sing of agricultural and livestock products was the responsibility of the industrial 
departments, and the purchasing and marketing of those products was carried out col- 
lective.y by the commercial departments; the development of agricultural production 
was subiected to severe iimitations, as well as the price scissors for industrial 
and agricultural products, with the result that, for a iong time, agriculture was 
the “third world of the third world.” At the same time, the overall development of 
the national economy was seriously affected by regional isolationism anc department- 
al separatism, which disrupted the organic links of economic activities and overturned 
tt. lawe of economics. in the course of the present experimental running of agricul- 
ture-industry-commerce joint enterprises, not only do farms carry out production in 
agriculture and livestock rearing; they also need to engage in the processing ot 
agricultural and livestock products and in other industries, as weil as in the com- 
merical undertaking of marketing their own products. As a result of this, agricul- 
ture'’s long-standing role a» nothing gore than the producer of raw materials has 
been altered. “his was especially apparent after things were taken beyond the hori- 
zontal iinks between regions, industries and units under various ownership syste °, 
when the first steps were taken toward smashing the attitude of “ossification” in 
economic work, which had built up over the course of many years, and when the rapid 
development of the productive forces was stimulated. The facts prove that this 
integration has great vitality and that its p ospects for future development are 
very broad. 


The experimental running of agriculture-industry-commerce joint enterprises which 

is at present unter way is being put into eifect without any change in the system of 
ownership, under the premise of the relations of subordination anc of independent 
accounting systems, and after undergoing certain approval procedures; .t is complete- 
ly different from ail previous reforms of the management system, and has caused no 
fluctuations in production. 


The fact that agriculture-industry-commerce joint enterprises have achieved corn- 
siderable development in experimental operadonis a result of their adherence to 
the principles of voluntary participation and gwutual economic benefit. The enter- 
prises are beginning to pay attention to the use of economic methods in the manage- 
ment of business. Because of the existence of the price scissors in agricultural 
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and industrial goods, they have bees carefu. co obtain pienty of benefits for 
agricultural production unite when dealing with Lhe economic relations between the 
producing, procossing and marketing unite, genera.iy speaking, they nave made use 
of the following methods: 1) The iaplementacioae!l internal prices. Processing and 
marketing unite purchase agricultural anc livestock products at higher prices than 
those fixed by the state, in order to increase the revenue of the agricultural pro- 
ducing unite. 2) The return or division of profite, piowing gost of the profite 
from processing and sales into the agriculturai oreduction unite. 3) Operation on 
the basis of pooled capital, and the distribution of dividends on a partnership 
basis. For example, the production brigedes participating in the Ba County sub- 
Bidiary of Chongqing Municipality's ,oint enterprises each contribute 10,000 jin 

of oranges and tangerines, or RMB 200 in cash, aw a share, and then form a board 

of directors to decide on important aattere concerning the enterprise. The profits 
returned by the enterprise's processing anu sales activities are distributed accord- 
ing to the number of shares held. Apart from this, in distributing bonus awards 
from profic in excess of that planned for, som enterprises give a large provortion 
of the extra money to agricuitural umiie toon to ‘ndustrial unite, and in apportion- 
ing she enterprise's management expense’, they expect ore from industrial then 
from agricultural units, or collect according to cutput value; in setting profit 
margins, they require that industrial units servir;: che needs of agriculture (such 
as those repairing agricultural machinery) should sake aeither a profit nor a ioss, 
ane so on. Doing things in this way is advantageous in arousing the enthusiass of 
agricui ureai productior units and is useful in the successful implementation of this 
basis fo: agriculture. Only when agriculture fiourishes can raw materials be sade 
a@vailab| ‘or processing, and a source oi suppiy be prov‘ded for marketing. 


In order © increase the production of commodities and raise the proportion of agri- 
cultural aod .ivestock products on the @arket, @any joint enterprises are making 
the ful.est possible use of the natura. resources and iabor reserves in their own 
ar@as, encouraging strong pointe anc avoiding weaknesses, bringing superiority into 
play, and reoreanizing operational planning and overall production policies on the 
principle o. suiting measures to local conditions, thus gradually progressing in the 
direction of specialization and promoting che modernization of agriculture. In sany 
‘oin* enterpriges. the proportion of goods produced for self-sufficiency is on the 
decline, whereas the proportion of goode producec for sale is on the increase. At 
the same time, foliowing the development of ‘oint enterprises, new socialist cities 
and towns which link together agriculture and industry, town and country, are spring- 
ing up. and the whole appearance of the egricultural areas is gradually being trans- 
formed. 


The operation of commercie.i undertakings by joint enterprises is a new phenomenon; 
at the outeet, there were many difficulties, and experience was also iacking, but 
after 2 years of struggle strong ecological and institutional obstructions have 
been overcome and a breekthrough has finally been asde. Now, the joint enterprises 
have set up Sany saies networks, they have found a position for themselves in com 
merce and ceveloped techniques for aarketing their goods, and they possess a con- 
mercial fighting force. The commercial activities of joint enterprises are a conm- 
ponent part of China's socialist state-run commerce, and they make their own con- 
tribution toward enlivesiag tue market and bringing about a prosperous economy in 
coilaborat.on with the state-run commerce departments. At present, the commercial 
activ ies of some integratec enterprises are in the retail as well as the whole- 
faie trade: they sell their goods not oniy in their own district, but also to other 
areas, «.¢ some have even entered the «nternational market; the emphasis ir. the 


is 








commercial activities of joint enterprises ia on selling their own products, but at 
the same time they market goods produced by other enterprises. If the products 

os joint enverprises come directly cato the marset, competition is bound to arise with 
other commercial departments. This kind of competition has many advantages for 
encouragin, progress, eliminatirg backwardness, raising product quality, promoting 
the development of productiona’.d satisfying market demand. The goods currently 
being sold by the joint enterprises represent only a very email proportion of the 
total goods in circulation. As the joint enterprises develop and market adjustments 
are expanded, the joint erterprises will have to further expand the scope of their 
marketing of products So as to gain an assured position for their own goods on the 
market and be competitive, joint enterprises in all localities are vigorously taking 
the following steps: i) striving to increase che variety and raise the quality of 
their products; 2) striving to per. t enterprise management and reduce production 
costes; 3) reducing selling prices where appropriate (chis applies only to the sector 
where prices are allowed to float) and realizing smali profits but at a high rate of 
turrover; 4) striving tv raise the quality of service and maintain trust worthiness; 
-) @triving to expand sources of supply, and to preserve special characteristics and 
6) increasing storage capacity. 


The experiments in agriculture-industry-commerce joint enterprises make new demands 
on leaders and on management cadres. The leaders of enterprises must possess certain 
specialized skills and a certain understanding of management. They must be capabie 
of managing not only agricuitural undertakings, but industrial and commercial ones 

as well. in order to adapt cadres to the new conditions, all localities are cur- 
rently using the method of calling them in, and sending them out, stepping up train- 
ing and raising tne levels of technology and management. 


Although agriculture-industry-commerce joint enterprises have been in existence in 
China for only a short time, their superiority is nevertheless already apparent. 

At the moment, there are still many difficulties, the most significant of these being 
the current system of  conomic organizations, and the fact that certain economic 
pol.cies are not appropriate. We believe chat under the leadership of the party Cen- 
trai Committee and with the implementation of reforms in the system of economic organ- 
igation, these problems will eventually be resolved and joint enterprises will make 
giant strides in pursuit of the great goal of achieving the “four modernizations.” 


CSO: 6006 
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NATIONAL POLICY AND LSSUES 


IMPROVED ORGANIZATION OF SOCIALIST CIRCULATION CALLED FOR 
HK2803046 Beijing JINGJI YAUCTU in Chinese No 10, 20 Oct 80 pp 24-30 


\Article by Xue Jiaji [5641 1367 7535) ane Li Zongjin [2621 1367 6855) of Philosophy 
and Social Sciences Research Institute of Jiangsu Province: "Organize Socialist 
Circulation According to the Basic Economic Laws of Socialism") 


{Text] To organize socialist circulation well, we must basically follow the objec- 
tive economic laws in the realm of socialist circulation. Under conditions in which 
commodi=y production and commodity exchange exist, the laws applicable to the realm 
of socialist circulation include the law of supply and demand, the law of value, the 
law concerning minimizing the time taken for circulation, the law of competition and 
so on. However, these laws are applicable only under the conditions of a socialist 
economy and che economic relations which they reflect now are different from those 
oft the past and therefore the area and the degree of their application and form of 
manifestation are different. The application of these laws is governed and affected 
by the basic economic laws of socialism Hence, an important problem which must be 
noted in order to perform socialist circ ulation well is to have a clear understand- 
ing of the objective of socialist circulation and work in accordance with the basic 
socialist economic laws and other economic laws in the realm of socialist circulation. 


Whet is the objective of socialist circulation? Socialisc circulation is the middle 
link in the entire process of socialist production and as such has an objective which 
is determined by the objective of socia)ist production. The direct objective of 
socialist production is to satisfy to the fullest extent the constantly increasing 
material and cultural needs of the whole society Hence, the objective of socialist 
circulation is also to satisfy society's consumption needs with regard to production 
and livelihood under the guidance of the state plan and by means of exchanging com- 
modities with money as the medium. This should be che starting and ending point of 
our carrying out socialist circulation well. 


Do we Save a clear understanding of the objective of socialist circulation? It must 
be admitted that our circulation departments have done much work in savisfying che 
need of eoctety. Unfortunately, because for a tong time people have not had a clear 
understanding of the objective of socialist production, the objective of socialist 
circulation ie not very clear. The imbalance in the internal relationships of the 
national economy is reflected in the realm of circulation, namely, in the fact that 
supply 1d demand are disjointed. The phenomenon of production for production's 
sake in the realm of production is reflected in the realm of circulation, where 
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serving production and serving consumption have been set against each other, and un- 
due emphasis has been placed on serving production. Under such conditions, in order 
to ensure market supply, the measures of an unrestricted state monopoly for purchase 
and marketing and of mass buying and canvassing were adopted, resulting in a large 
number of commodities being included in the sphere of planned supply. Thus in in- 
dustry and commerce, "whatever was produced was purchased, regardless of quantity.” 
Also, to prevent speculation in the event of commodities being in short of supply, 
emphasis was laid on opening up only one single channel and letting monopoly have 

4 free rein. Originally it was thought that under a planned economy the bigger the 
area of monopoly the better, but facts have proven that in so doing the results do 
not conform to our real social and economic conditions, nor to our current system of 
circulation and do not contribute to solving the contradiction between supply and 
demand. 


As a matter of fact, under socialist conditions, the difference in time and space 
between the buying and selling of commodities represents the source of the contra- 
diction between supply and demand. The sale of a product of a production unit to 
the commercial department only signifies the entry of the product into the domain 

of circulation from the domain of production. Whether or not the commodity suits 
the needs of society depends ultimately on whether or not the commercial department 
can sell it to the consumer. Just as Marx wrote: "If a commodity is cast into the 
melting pot or circulation and no currency is derived from it, it fails to be sold by 
the owner of the commodity and fails to be bought by the possessor of currency, 

then the commodity becomes a useless article” (Marx: "Das Kapital," vol I, People's 
Publishing House, first edition (same below), p i132). Only by having a clear recog- 
nition of the objective of socialist circulation, by bringing circulation to terms 
with consumption, and striving to meet social needs from the very outset, can we 
better organize and reach an equilibrium between supply and demand. Only then can 
we achieve mutual conformity and equilibrium between social production and social 
needs. In the final analysis, the relationship between supply and demand is the 
reflection of social production and social demand in the realm of circulation. Oniy 
in clearly understanding the objective of socialist circulation can we correctly 
utilize the reaction of circulation upon production, make production follow in the 
steps of consumption and enable the production structure and the demand structure 

to get in with each other more closely. Any diversion from this point will cause a 
dislocation between production and consumption and also a dislocation between cir- 
culation and consumption. Stalin aptly pointed out: "Production which is out of 
joint with social needs is destined to regression and destruction" (Stalin: "Prob- 
lems of Soviet Socialist Economy," People's Publishing House, 1961 edition, pp 60, 
61). Similarly, circulation which is out of joint with consumption will suffer the 
same fate. 


There are many manifestations x%cation between circulation and consumption in 
actual life: 


Ll. Discrepancy in quantity betwen commodity supply and demand. On the one hand, 
supply lags behind demand but on the other hand, certain commodities are stockpiled. 
Take the case of Jiangsu Province: in this province, commodity production and com- 
modity exchange are relatively weli developed. Originally the situation had always 
been that commodity availability exceeded the purchasing power of society. During 
the period of the first 5-year plan, each year much currency was withdrawn from 
circulation. The best year was in 1957 when the currency withdrawn from circulation 
amounted to 150 million yuan. Unfortunately, following imbalances in the internal 
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relationships of the national economy on several ccecasions, commodity supply be- 
came increasingly short of demand. After 1965, for many years there was no with- 
drawal of currency; instead, the amount of currency in circu] ion increased. In 

the 15 years from 1965 to 1979, 10 of the years saw an increese in investments 
while 5 years witnessed currency withdrawal. Meanwhile, the state of commodity 
supply lagging behind demand was further aggravated by the goods lacking market- 
ability and the prevalence of goods stockpiling. According to an investigation made 
by banks in Wuxi Municipalicy in 1979, che quantity of commodities stockpiled by 
commercial departments, namely, goods of a questionable nature, accounted for 10.3 
percent of the entire stock of gooas. Among the goods of a questionable nature were: 
1) goods marketed in only smali quantities but accounting for a big proportion of 
etock-in-trade accounted for 51.45 percent; 2) lackluster goods accounted for 44,54 
percent; 3) goods of substandard quality bur high in price accounted for 1.86 per- 
cent; and 4) damaged or spoilt goods accowted for 2.15 percent. For the province 
as a whole, goods of a questionable nature accounted for about 10 percent of the 
entire stock of goods of the commercial departments. 


2. Separation of commodity supply structure from demand structure. Back in 1956 
Chen Yun had already pointed out that sociaiist industry and commerce should con- 
stantly improve the quality of their commodities and increase their variety; in- 
dustrial and agricultural goods should constantly increase in quantity; the service 
trades should become increasingly servicabie and beneficial to the people's social- 
ist industry and commerce. He further pointed out: The unrestricted adoption of 
the measure of a state monopoly for purchase and marketing would hamper the improve- 
ment of the quality of industrial commodities and would cause goods to be stock- 
piled in one locaiity and out of stock in another; in industry, too much amalgam- 
tion of widely dispersed small enterprise units and premature transference of owner- 
ship would reduce the variety and types of commodities and would make the products 
uniform; monopolizing a business or trade or providing only one single channel of 
trade, or restricting necessary competicion would not only be incapable of meeting the 
needs of the populace but would also be harmful to promoting production, and 80 on. 
All these problems are precisely the problems which need our attention at present. 
Tf we were to judge to what extent the consumers are satisfied from such angles as 
the quality of the goods, their variety and design and the quality of the services 
rendered, then we would find even more dislocation and even greater disparity. Many 
commodities have been made without any modifications for several decades without 

any fear of not being ultimately disposed of since "an emperor's daughter does not 
have to worry about finding a husband.” Old products have stagnated at an old level 
while few new products have been produced on an experimental basis. There has been 
no increase in the grades of commodities to correspond with the growth in purchasing 
power. The supply and demand of commodities lacked mutual adaptability in both quant- 
ity and quality. 


3. Separation of circulation from consumers’ supervision and influence. According 
to comrades of the commercial department, in the past a client was "the parent pro- 
viding food and clothing" for the retailers, the retailer was the supporting-pillar 
ot the wholesaler, and industry looked to commerce for favor. Now, the reverse is 
true; commerce is seeking favor from industry and the retailer waits on the whole- 
saler for goods. As for the buyer, he is at che sercy of the retailer. He buys 
whatever goods are available and at times must make side-purchases whether he likes 
it or .ot. Logically speaking, satisfying the needs of the populace can be achieved 
more readily under conditions of socialism than capitalism. But the current method 
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of having to purchase whatever is produced and sell whatever is purchased makes the 
circulation department increasingly ignore market fluctuations and the wishes of the 
customer, In time the consumer loses his power to supervise and influence social 
circulation and production. In reality, consumers’ rights are not respected. Com- 
modity supply being thus separated from the consumers’ supervision, it is difficult 
to fully satisfy the consumers’ needs. 





4. The commercial service network is separated from commodity increases in the realm 
of circulation. The social purchasing power of Jiangsu Province has increased at 

an average annual rate of 10.3 percent and commodity supply has continually increased. 
But over the years both the component units and personnel of the commercial service 
network have either been abolished or amalgamated and constantly reduced. According 
to a survey made in Nanjing Municipality, over the past 20 years there have been 

two big “concencration" campaigns. In three big renovation and remaking campaigns, 
batches of service units were abolished, reorganized or amalgamated and by 1965 there 
were some 15,000 commercial service units in the entire municipality. In the course 
of the cultural revolution, again the "“capicaiist tails were docked" and by 1976 there 
were only just over 3,000 units left in the municipality's commercial network. Over 
the past 3 years, a number of units have been restored and the total number has 
reached 4,650. This is still less than one-third of the total number in 1965. Not 
only has there been reduction in the number of service units, but also their geo- 
graphical distribution is hardly rational. A large number of them are in the south- 
era part of the city and only a smail number in the northern part while more are 
located in the old districts than in the new. In general, the former situation of 
“small, dense and many" has now been changed into one of “big, sparse and few." The 
food, service and repair trades have the least number of service units or points. 
Over the past 30 years, the population of Nanjing Municipality has increased from 

1 million people to 1.8 million, but the number of commercial pereonnel has not 
changed much. At present, the aumber of commercial personnel within the Nanjing 
municipal area is about 4.37 percent of the entire population. 


To eliminate the phenomena of production and marbeting being disjointed and also of 
circulation and consumption being disjointed, it is important to have a correct 
understanding of the objective of socialist circulation and to organize socialist 
circulation in accordance with the requirements of the basic socialist economic 
laws and to implement the objective economic laws in the realm of socialist circu- 
lation. 


First, we must achieve equilibrium in supply and demand by applying the laws of 
supply and demand. 


Equilibrium in the supply and demand of commodities is the prerequisite for satis- 
fying to the maximum extent society's demands backed up by the ability to pay. 
Grasping equilibrium in the supply and demand of commodities can also bring about 
adaptability and equilibrium between social production and social demand by means 
of circulation. 


In the past i. was thought that supply lagging behind demand and demand surpassing 
the increase in supply was a natural phenomenon of socialist commerce and was an 
indicator of the superior quality of socialism. This claim cannot be supported 
because acceptance of it would be tantamount to admitting that stringency in com- 
modity supply and demand is rational and that an imbalance between the available 
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supply of commodities and the social purchasing power is normal. In reality, the 
relationship between supply and demand always moves in a cycle of recurrent con- 
t adictions, from equilibrium to nonequilibrium and back to equilibrium and from 
cual compacibility to mutal noncompatibilicy and back to mutual compatibility. Not 
to acknowledge the necessity of achieving equilibrium of supply and demand relations 
is noc justified. Objectively speaking, within a given fiscal year, equilibrium 
in supply and demand relations is a natural phenomenon. The superiority of sociai- 
ism is not demonstrated by supply lagging behind demand but rathe- by having a pro- 
portionate harmony or coordination between supply and demand and between social pro- 
duction and social demand. The prowo:‘tonal function of supply and demand relations 
in production is not demonstrated by demand vasiiy exceeding the increase in supply 
but is seen in the contradictory movement between supply and demand. 


If we cannot consciously organize equilibirum in supply and demand, chen the law of 
supply and demand will assert itsel: by increasins commodity prices and devaluing 
currency, thereby forcefully compelling supply and demand relations to reach a state 
of equilibirun. 


To achieve equ..ibirum between supply and demand, we must principally grasp three 
aspects of equilibirun. 


l. We must seek equilibirum between suppiy anc demand in quantity and suit the 
available juantity of commodity supplies to the social purchasing power, enabling 
the various portions of the gross socia. product to reach equilibrium in value com- 
pensation and in compensation in kind. 


2. We must seek equilibrium between supply and demand in quality, that is, the 
commodity supply structure and demand structure should be suited to each other, and 
we should adapt the production structure anc the demand structure to suit each other. 


3. We must seek equilibrium between supply and demand in time and space and enable 
supply and demand to reach equilibrium in different localities and in different sea- 
sons of the year. 


There are ditferent kinds of equilibrium: equilibrium derived from a shortage and 
equilibrium derived from an abundance. Then there are different measures fcr achiev- 
ing equilibrium: adjusting prices, increasing production, resorting to goods in 
stock, readjusting imports and exports, cegulating the purchasing power, developing 
noncommodity service trades and so on. All of them can be used at random or in 
series to organize equilibrium. But most fundamentally we must follow the require- 
ments of the law of suppiy and demand, bring about harmony in the proportionate re- 
lationships within the national economy, particularly in the ratio between the two 
great sectors of accumulation and consumption, and also bring about harmony in the 
proportionate relationship between social production and social demand. Only by 
firmly grasping this focal point can we basically remove the tense situation in sup- 
piy and demand. 


The circulation departments should cisplay tneir fumctions of reaction in this 
connection. They should make good use of their role as “thermometers” and “baro- 
metere ' in these matters. They should not only take stock of the quantitative and 
qualitat.ve conditions of supply anc demand but should also examine the changes in 
supply and demand relations. They should not only carry out a good survey of market 


is 





a | 





conditions but should also make accurate market forecasts. Only if this work is 
done well can equilibrium in supply and demand be put on a scientific basis. 


Second, we must apply the law of competition to realize the utilization and unifi- 
cation of value. 


Under the conditions of the existence of commodity production and commodity exhange, 
the socialist production process still unifies the direct process of social labor 
and the process of the creation of value. Marx once said: "In unifying the proces- 
ses of labor and the fokWation of value, the production process is that commodity 
production. In unifying the processes of labor and the increase of value, the pro- 
duction process is that capitalist production and is the capitalist pattern of com- 
modity produccion (Marx: "Das Kapital, Vol I, p 223). The socialist economy is a 
planned econcay and is also a commodity economy. It is still the unification of 
utilization value and the production of value. Socialist circulation as the bridge 
between productica and consumption relations must on the one hand use various kinds 
of utilization of value to satisfy social needs and on th -ther hand enable the 
smooth realization of value, including tne value of leftover products. As for the 
realm of circulation, the contradiction between utilization value and value can only 
be finally settled through the exchange process. This is to say, whether or not 
utiliza.ion value and value are identical depends on the acid test in this "melting 
pot" of circuation. Thus, circulation departments have a great responsibility in 
bringing about the unification of utilization value and value. 


To insist on the unification of utilization value and value, circulation departments 
may resort to a number of important measures. These include: replacing the state 
monopoly ...th umrestricted purchase and marketing by combining monopoly purchase, 
selected purchase and consultation purchase; replacing purchase with a unitary price 
system regardless of quality by determinating price according to quality and paying 

a "good price for good quality;" and replacing unified pricing with a combination of 
fixed prices, floating prices and free prices. All these measures have one goal which 
is to encourage competition. 


We know that the valu of a commodity can only be manifested through the exchange 
process. Mutual comparison and mutual contest are the essential requirements of a 
commodity. Solution of the contradiction between intrinsic value and the value of 

a commodity can only be made through exchange and through mutual comparison and con- 
test with other commodities. Only in this way can utilization value really become 
the material embodiment of vaiue. This is to say: Only when there is comparison, 
contest and competition can we realize the important point that society's necessary 
labor determines commodity value. Only by a process of the contradictory movement 
between the time element for individual labor and the time element for the necessary 
labor of society, the contradictory movement between pricing and evaluation and in 
the course of commodity production and commodity circulation, subjecting the com- 
modities to comparison using such criteria as good quality, low consumption of raw 
materials, cheap price, beautif.! design, market suitability, good services, and 
commendable economic results, can we solve the contradiction between the utilization 
value and the value of a commodity and realize the unification of utilization value 
and value. 


Competition must first of all and in a direct manner be manifested in the realm of 
circulation. Only through promoting competition in the realm of circulation can we 
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facilitate the transference of the function of competition from the realm of pro- 
duction to the realm of circulation. For this reason, the realm of circulation 
should take the initiative to start some kind of competition and actual experience 
over the past few years has proved that it is good to start some such competition. 
The past practice advocating that "this is the only shop, there are no other branches" 
and other practices such as disregarding quality improvement, neglecting to increase 
variety and designs, failure to improve product marketability and generally ignor- 
ing good economic results are now changing. In the Suzhou area it has been well 
established that localities and trades where competition thrived the most were those 
localities which gave top ;iority to such matters as correct market data, fast 
production changes, large variety, sigh product quality, good service and cheap 
prices. Under the past system of state monopoly for purchase and marketing, there 
was no fear of goods not being disposed of. Now, with competition in existence, 
even an “emperor's daugher" must be subject to comparison and has to “worry about 
finding a husband." 


Competition and the law of value exert « fects not only on production and circula- 
tion not under the state pian but also on the entire production and circulation 
process anc help the planned economy. Competition can make the formulation of a 
plan more adaptable to market needs; it can put planning on a basis which always 
seeks economic results. it can even more rationally formulate planned pricing and 
subject the pian to test and revision. 


Circulation departments must take a rigid at°.tude teward products which are sub- 
Standare in quality, overpriced and weak in marketability. Socialist circulation 
aims at giving priority recommendation to the customers those products which are 
marketable, cheap and of good quality, so that the value of such products can be 
speediiy realized and so that the enterprises producing these products can reap even 
more material beneiits. Products whach are substandard in quality, are overpriced 
and lack marketability represent a massive waste of social labor power. How can we 
put such products which are not acceptable to society and therefore have no value 
under a state monopoly for purchase and marketing under a unitary price regardless 
of quality? 


Naturaliy, competicion within our socialist enterprises is different from that under 
capitalist conditions. Our is competition among competitors who have basicaily 
identical interests but who admittedly have disparity in material benefits and is 
also competition combined with mutual aic. In giving play to this feature of mutual 
aid in competition, we have already had much experience in the course of readjust- 
ing the national economy and handling industrial and commercial relations. In 
Nanjing Municipality, a commercial organization system, in endeavoring to promote 
the production of products for civilian use by enterprises of the military industry, 
took the initiative to collect market data for these enterprises, providedthem with 
sumples, helped them in business accounting, and helped them to reduce production 
costs with the result that quality products which had beenhigh in price were gr d- 
ually turned into good, cheap products. Commercial departments in Changzhou Muni- 
cipalicy took the initiative to work with the industrial departments to canvass the 
whole country in an attempt to open up a market for stockpiled products. They put 
into operation the fol.owing three pinciples: 1) Concerning commodities of which 
industry had a large stockpile but of which commerce also had a iarge quantity in 
stock, .cefcrence was given to selling the commodities stockpiled in industry first; 
2) Concerning commodities of which commerce had a portion in storage but of which 
industry also had a relatively large quantity stockpiled and for which there was a 
sluggish warket, efforts would be made to promote their sale and at the same time 

to purchase them; and 3) Concerning those commodities which were unmarketable, the 
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plants were asked to improve the variety and designs. [If the plants had difficulty 

in making the changes at once, the parties concerned would meet and set the time frame 
for remaking the products. Meanwhile, the finished products would be purchased first. 
This kind of cooperation between commerce and industry not only enabled the circula- 
tion departments to better serve the needs of society but also encouraged production 
departments to organize production on the basis of meeting social needs. 


Allowing competition to exist may bring about a new set of problems. For example, 
some localities may formulate » new "protectionist" policy; certain commodities may 
be produced "blincly;" certain technology may be kept a close secret, and so on. 

All these problems may be solved by the localities and enterprise units by organizing 
cooperation among themselves. They may set up joint companies, or start compensation 
trade, or inaugurate a system of technical patent rights. Contradictions are gen- 
erally followed by efforts to solve them. The aim should be to change the backward 
situation and not to protect it or allow it to drag on. We should promote whatever 
is useful and abolish whatever is evil. We must pay attention to new problems 

which appear under new conditions but should not "give up eating for fear of chok- 
ing" or be scared by the existence of competition. 


Third, employment of the law of value to achieve exchange at ecual value. 


Exchange at equal value is the demand of the law of value in the realm of circula- 
tion. it is the prerequisite for promoting commodity circulation. Intrinsically, 

the exchange of commodities should be the exchange of commodities of equal value. 

Not to practice exchange at equal value or at approximately equal value, will natur- 
ally cause value transfer, to the detriment of the interests of one of the two par- 
ties in the exchange and adversely affecting their enthusiasm for production and busi- 
ness management. 


Under capitalist conditions, exchange at equal value is formed spontaneously but 
only with reference to an average figure over a stated period. Under socialist con- 
ditions, exchange at equal value is shown in planned ;rices. It is a big problem to 
make planned prices agree with the principle of exchange at equal value. In imple- 
menting planned pricing, our aim is to bring about exchange at equal value or some- 
where approaching exchange at equal value. But if it is not carried out properly, 
the realizetion of exchange at equal value will be hampered, planned pricing should 
be formulated or adjusted based on such factors as production cust, market condi- 
tions, government subsidy and so on. Planned pricing may utilize the effect of 
fixing prices regardless of value to control demand and adjust production. But the 
disparity between price and value should only be maintained for a stated period of 
time and within definite limits. We should not allow such disparity to last long, 
otherwise we would be artifically bringing about exchange at unequal value. This 
would be harmful to the Jevelopment of commodity production and commodity exchange. 


The formulation of our price policy has its historical background but we should 
gradually improve it in accordance with the principle of exchange at equal value. 
Irrational pricing will cause a lack of enthusiasm either in industry or in commerce 
or in both. More often than not the result will be that a price is quoted but the 
goods are not available or that the goods are inferior. According to comrades in 

the supply and marketing cooperatives, a policy of this kind is destructive. For 
example, soup kettles in the rural villages are priced at 0.50 yuan each. This is 
cheap, but kettles have not been available on the market for over 6 years. The 
production cost of kerosene lampshades is 0.096 yuan each. 
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The state purchase price is set at only 0.07 yuan each. As a result, they disappeared 
from the market for a prolonged period. A certain noted brand of sickles produced 

in the Xuzhou area had a good reception ir Nanjing Municipality. Unfortunately, 

the store's purchasing price was 0.51 yuan each whereas the sale price was fixed 

at 0.49 yuan each. Consequently, supply and marketing cooperatives at the basic 

level displayed no enthusiasm for such fixed losses. Comrades in the cooperatives 
pointedly asked: Should che pricing policy be based on satisfying the needs of the 
populace or should a cheap price be fixed but with no goods available? There are 
other similar problems, some of which are rather complicated. However, the general 
principle should be that price must be based on value and must change according to 
changes in value and in supply and dewand. If the value has been clianged and the 
supply and demand relations have been changed, then the planned price ought reason- 
ably to be adjusted. The price question cannot be entirely decided by the circulation 
department alone but when problems do arise circulation departments should insist on 
the principle of exchange at equal value and promote the rationalization of prices. 


Circulation departments should not only bring about the rationalization of prices 

but also actively carry out a multiple-price system in the realm of circulation. The 
socialist market embodies different kinds of business units and different kinds of 
economic form. Hence its price structure should assume different forms. A multiple- 
form structure does not contradict the principle of exchange at equal value, rather, 
it supplements any deficiency in planned prices and thereby facilitates exchange at 
equal value. Multiple-pricing may assume different forms. Basically there are three 
different forms: planned prices, floating prices and negotiated prices. Other 

forms may be added such as dual-pr’ces (a commodity may have a planned price and a 
negotiated price) and internally allocated prices, making altogether five different 
categories of prices. The existence of several categories of prices can help put the 
economy in good, lively sharp and must be carried out. At present, price stability 
is absolutely necessary but price adjust»ent cannot be done piecemeal. The neces- 
sary conditions must be actively created co that improvement can be made step by 
step. Putting into operation different price categories and allowing prices to 

float within a specified limit can have the effect of rationalizing prices. fFol- 
lowing is the experience of the Suzhou area: in the machinery processing industry 
there, prices are known to have been set arcifically high. Howevers after allowing 
competition and allowing prices to float, it was found that more prices floated 

down than up. According to a survey of some 807 market products, by far the ma- 
jority floated down while only the prices of 23 products in great demand were 

found to have floated 4.5 percent above the commercial retail price. 


The divisior of profits between industry and commerce constitutes another contradic- 
tion between industry and commerce. In our country, when private enterprises were 
being converted, commerce had a large’ share of the profits than industry. This ap- 
peared to be necessary at the time for remaking or converting private industrial and 
commercial enterprises. Subsequently, commerce's share of the profits gradually 
decreased and the policy of industry having a large share was carried out. Accord- 
ing to a statistical survey of the difference between the purchase and selling prices 
in department stores it was found that in the 1950's the difference was about 40 per- 
cent but later dropped to 15.67 nrercent. In the 1960's it dropped to 12.31 percent 
and in the 1970's fell even further to only 10.77 percent. In this way the policy in 
force was larger profits for industry and smaller profits for commerce and small 
profit. for industry but no profits for commerce. Under certain conditions, this 


22 








might achieve the effect of acquiring @ore industrial goods during a given period, 
but there is no reasonable theory to support 4 prolonged and sustained situation of 
thie kind. It datrue that commerce should protect industry. Conversely, ia it not 
true that industry should aleo protect commerce’? Production and circulation have a 
reciprocal effect on each other. if this problem is not handled well, then it may 
hamper business enthusiasm and effect the overall policy of looking after the yen- 
eral interests of the state, the localities and individual enterprises. Therefore, 
on the whole, the profite of industry and commerce should generally be the same. 


Fourth, applying the law ef economizing on circulation time to effect maximum eco- 
nomy in circulation time. 


Grasping weil the circuiation channels and circulation links, effecting economy in 
circulation time, and taking the shortest possible tive and spending the least pos- 
sibie funds in organizing commodity circulation are the means to better satisfy the 
needs of the populace and sherten the turnover period in social production. What 
we should pay attention to now ts to change the state of few channels but more links 
to one of more channels and few iinks. 


The chief function of commerce is to replace the producer in directly conducting 
suying and seiling activities, thereby effecting economy in circulation time and 
reducing the time required for social reproduction. it is definitely incorrect to 
label commerce as a “stumbling block" or “superfluous link." Our commerce is not 

on the way to extinction but rather is envisaging substantial development along with 
the great progress made in the division of labor in society. The problem now is 

that in the develo, sent of commodity circulation we cannot have only one single 
channel or monopolistic operation. Historically speaking, commodity circulation has 
never taken the road of one single channel. Even under a capitalist society with its 
numerous types of commodicies, there are wholesalers, retailers and those who handle 
both production and marketing themselves. Under our own economic conditions with the 
low degree of division of labor attained in society and the undeveloped state of 
commodity production and commodity circulation, we should pay even more attention to 
the coexistence of different kinds of economic components and different types of 
business organization, as weil as to having a large number of circulation channels 
so that goods can flow smoothly. 


We should follow the example around about 1957. At the time, purchasing and aar- 
xeting assvumpdmany different shapes and forms. We had state-operated commerce hand- 
ling purchasing and marketing on others’ behalf. We also allowed plants and coopera- 
tives to engage in producing and marketing their own products as well as diversifying 
their marketing activities. We aiso allowed the existence of stores which were shops 
in front ana residences in the rear and also individual business enterprises. At 
present, one of the contradictions between industry and commerce concerns the prob- 
lem of defining the spheres of influence of those who market their own products 

and agents who possess sole marketing rights under a state monopoly. Under the 
present conditions, the enterprises concerned must proceed according to plan and 
agreement. They should restrict the sector providing for marketing of one's own 
products to the following: products outside or not contemplated in the plan, prod- 
ucts over and above the plan, allocated shares of products under the pian, the por- 
tion of products under the plan but made from raw materials supplied or procured 

by the enterprises themselves, the portion of the products under the plan specially 
understood not to be included in state purchasing, and the portion of new products 
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being sold on an experimental basis before production of the new products has reached 
a sufficient quantity for delivery to the state. Ase for pricing in concerns market~- 
ing their own products, the prices for commodities currently being handled by com- 
mercial retail merchants should be the same as those charged by the retail merchants 
but if no retail merchants are currently handling the goods, the prices may be fixed 
by the enterprises themselves. There must be separate accounting for that portion 
of the products marketed by the enterprises themselves, for the purposes of payment 
of industrial and commercial taxes. The aim of this is that the form of development 
of marketing one's own products must follow a prescribed procedure. However, with 
the national economy attaining harmon’ in its internal proportionate relationships 
and with improvement in the supply and demand relations of commodities, we should 
gradually broaden the scope of marketing of one's own products and must not subject 
it to too many restrictions. The production and marketing of one's own products 
cannot take over the role of the commercial service network, but done in moderation 
to facilitate production and sales to nearby places, this is more convenient for the 


populace. 


Concerning the matter of having more channels, the question of extent comes into con- 
sideration. During the period of the first 5-year plan and between 1962 and 1965, 
the ratio in retail sales of commodiiies between state-run commerce and other chan- 
nels was roughly 75:25 or 70:30. Ail this emply testifies that in such matters 

our actions must be lively but not confused and we must control but not strangulate. 
it seems appropriate to reckon on a ratio of 70:30 for the volume of marketing done 
by state-run commerce and other channels respectively. 


Reducing the number of circulation links is in line with the demand for shortening 
circulation time and economizing on society's labor power. In order to reduce cir- 
culation time, we must rationalize the commercial structure. We must give due re- 
spect co and restore the historical and traditional production and marketing relations 
and organize commodity circulation according to economic spheres and not according 
to administrative areas. The practice of following administrative areas frequently 
results in increasing the number of cirqulation links and in a circuitous transport 
of commodicies, thus causing waste and extravagance. Zhu Town in Lu He District on 
the outskirts of Nanjing used to purchase goods from Nanjing direct. Now it aust 
deal through the district's wholesale department and it takes 15 days before the 
goods are in hand for sale. Medicines produced in Changzhou Municipali.y must first 
be transferred to a second grade station in Zhenjiang before they can be distributed 
to Wujin District. The knotty problem is that all the localities want to have con- 
trol of the commodities and of the profits, and refuse to yield to reason although 
they should know that it is irrational. [ct appears that second-grade stations should 
be placed under the general planning and control of the province. This would help 

to adjust the structure of the commercial organizations according to economic prin- 
ciples. 


We should advocate the direct transfer and supply of goods. Stores at the basic 
level should be free to select and purchase goods from any wholesale organs in the 
country and to select and purchase goods directiy from plants. Stores should be 
Allowed to travel outside the'r own areas to select and purchase goods. Similarly, 
plants should be aliowed to travel to other areas to sell their goods. This should 
reduce “he number of links, promote the fusion of production and aarketing, and can 
promot. »rocuction according to needr. At present our system of control is still 
not suiced to the need for the direct supply of goods. According to the second-grade 
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stations dealing with goods for department stores in Nanjing, in promoting the di- 
rect supply and transfer of goods, the supply and marketing cooperatives at the 
basic level were initially enthusiastic but many difficulties arose and they found 
it hard to adhere .o the scheme. For example, the commodities under planned supply 
were under the unified distribution of the district and the second-grade station 
could not intervene or make a direct transfer of goods. Ase for those commodities 
which they could supply, there were difficulties in storage and transport and the 
burden on the basic level unite was increased. Ail this calle for the creation of 
the necessary conditions for rationally organizing commodity circulation in reform- 
ing the system of control in commerce. 





All the four points above concern the problem of how to consciously put into opera- 
tion economic laws in the realm of circulation. in the realm of socialist circula- 
tion, apart from these laws, there are other associated probleme of a regulatory 
aature. If under the prerequisite of having a clear understanding of the objective 
of socialist circulation and working in accordance with the basic economic laws under 
socialism, we can allow these laws to fully exert their role, then we can maxe the 
socialist market become healthy and lively. 


CSO: 6006 


25 














NATIONAL POLICY AND ISSUES 


PRC ECONOMIC JOURNAL DISCUSSES ‘FINAL PRODUCT’ 


HK210218 Beijing JINGJI YANJIU in Chinese No 10, 20 Oct 80 pp 67-69 
[Article by Chen Zheng [7115 1767): "On Final Product") 


[Text) I was tremendously inspired after reading the article on "Discussion of the 
Question of the ‘Theory of the Socialist Economic Goal'” (JINGJI YANJIU No 11, 1979) 
written by Comrade Yu Guangyuan. This is an important question of theory in the 
realm of socialist political economics. i agree that taking the "maximum increase 
in the production of the final product needed by people within possible limits" 

as the socialist economic goal. However, I will give some rather superficial views 
on the question of the final product. 


l. le is necessary to provide a clear definition of the final product. What is 

the final product? This is to say what are the contents of the final product? 

At present, there are different views in the academic circles. Comrade Yu Guangyuan 
summarized the final product as the four categories of personal consumer goods: prod- 
ucts needed to develop undertakings such as social education, science, culture, 
hygiene and health, products needed to carry out social i.magement and class strug- 
gle and products for export. Some comrades speak of the final product as articles 
which can be used, which can be worn, which can be eaten and which can be used after 
installations of the basic constructions. Some comrades start from the angle of 
whether the social product hav been further processed and think that with the ex- 
ception of the ob‘ect of labor, all means of labor and consumer goods are the final 
product. Some comrades think that the final pr oduct consists only of daily consum- 
er goods used by individuals in society and cannot include the various articles 
required in national defense, public security and administrative management. in 

sum, the focus of the dispute is centered on two questions: the first one is whether 
the means of production used in increased reproduction is counted as the final prod- 
uct and the other is what contents should be included .n consumer goods. 


As for the first question, I think that we must distinguish between tne two differ- 
ent concepts of the final product of the enterprise and the final product of society. 
The final product of society should be consumer goods which satisfy the direct needs 
of society and the people. These include individual needs as well as social needs. 
Por example, the products manufactured by a certain enterprise are the final product 
of that enterprise. These products can also be the final product of the society or 
just .ncernediary products. For example, cloth produced by textile mills is the 
final product of the textile mill as well as the final social product which satisfies 
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the basic consumption needed with the people's lives. As far as an iron and steel 
plant ie concerned, the iron and steel produced at the plant is the fina! product 

of that plant. If it is transported to a machine building pliant, it becomes a raw 
material. This “product which has been finished and utilized can once again become 
a raw material of another product," “or, labor gives the product the form which can 
only be used as raw material. This raw material is called a semifinished product, 
or it can be more appropriately called an intermediary product." (Marx: "Das Kapital,” 
vol 1, p 207, People's Publishing House, 1975 edition) This type of intermediary 
product can only be the final product of the enterprise, but not that of the society. 
Then, can the means of production be taken as the final product in society? Marx 
said, “When a use value withdraws from the labor process as a product, another use 
value, the former product in the labor process, enters the labor process a8 4 means 
of production. The same use value is the product of labor as well as the meanes of 
production of that kind of labor. Therefore, the product is not only the outcome of 
the labor process, but is at the same time a condition in the labor process.” (ibid, 
p 205) “Therefore, a product which enters a new labor process as a means of production, 
loses the nature of the product.” (ibid, p 207) The means of production is consumed 
in the production process. When it is produced from a certain enterprise or certain 
factory, it is the final product manufactured by that enterprise. However, when it 
is integrated with labor once again as a means of production and is thrown into the 
production process, it has already lost the nature of its product and can only enter 
the process of production consumption. It cannot be taken as a daily consumer goods 
by society and the people but enters the final process of consumption in society. 
Therefore, it cannot become the final product in society. Thus, although the means 
of production added as an increase in reproduction is required for the increase in 
production of certain consumer goods, it can only be the final product in society and 
should not be designated as the final product of the enterprise. It is not neces- 
sary to take the “final product” as the socialist economic goal. It should be re- 
placed by the clear concept of the “final product of society." 





As for the second question, namely what contents should be labeled as consumer goods, 
the question lies in: whether the products required for use in national defense, 
public security and administrative management should be included in this category’ 
Some people think that if this part is included in the final product, this will in- 
crease the expenses of national defense and administative management and it would 
not simplify the administrative structure and cutting down the number of excess 
staff members. In fact, this has only shown that expenditure in this section should 
be gradualiy decreased and should not be increased without set limits, and cannot 
explain whether the products in this section belong to the realm of social needs. 
Socialist planned ecoromy requires concentrated and unified state leadership and 
management. An important function of socialist countries is to organize socialist 
economic construction ond the products used in national defense and public security 
are also required for defending socialist economic construction. Therefore, prod- 
ucte in this section cannot be regarded as things outside the social needs. it 
should be said that these belong to social needs. It can be seen that the final 
product in society should be consumer goods which directly satisfy the needs of 
society and people and should include the party required in the use of national de- 
fense, social order and administrative management. 


2. Im the study of the final social product, attention should be paid to the dual 
nature of quality and quantity. All this has the dual nature of quality and quantity. 
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in the analyaie of commodities, Marx pointed out that commodity is the unity of 
value and use va.ue and the two have the dual nature of quality and quantity. The 
so-called quantity of the final social product is manifested as a certain index of 
quantity given to the final product in national economic plane in accordance with 
the requirements of objective economic laws and thus reveals their production level 
and extent of growth in conformity with tue purchasing power of society and the 
people. The index of the quantity of the final social product is taken in view of 
the quantity of use value. The quality of the final product of society means that 
these products must possess certain characteristics so as to fit a particular pur- 
pose. For example, the product has mechanical, chemical or physical properties or 
characteristics of weight, measurement, shape and color. The final product in so- 
ciety is made up of use value. it must possess the use value of a certain quality. 
If these are waste products and have no use, they cannot become the final product 

of society. The final product of society is» the dialectical unity of quantity and 
quality. The quality of a certain product is revealed in a certain quantity. With- 
Out quantity, there is no quality. The quantity of the final social product which is 
required for the socialist economic goal should be quantity which conforms to a cer- 
tain quality. We cannot speak of quality if there is no quantity. In the study of 
the tinal social product, attention should not only be paid to the aspect of the in- 
dex of its quantity, but also to its quality. Not only this, under conditions where 
there iv still commodity economy in socialieom, most of the final products in society 
still have to be exchanged as commodities in the market. Therefore, we do not only 
have to pay attention to che quantity and quality of use value, but also to the 
quantity and quality of its value. Thus, it is necessary *o study how human social 
labor producing these products according to social division of labor is rationally 
and proportionately distributed in the various departments and various enterprises 
and enters the production process. If the proportion of the distribution of live 
labor is sabotaged, an imbalance between the short supply of some products and sur- 
plus and excessive supply of other products will emerge. In the production of 

these products, we must aiso determine the objective requirements of the amount of 
commodity value according to the necessary labor time in society and thus calculate 
the value of these products and strive to attain the greatest economic results by 
the consumption of che minigum live labor and material labor. If the rate of wastage 
and che rate of inferior products are reduced in the production process of the final 
social product, this is manifested as a reduction in the loss of raw materials and 
working hours. The use of the same amount of raw materials and labor force can pro- 
duce more products of a better quality. This is revealed as the raising of the qual- 
itv of the products and also as a reduction in production costs and in the value of 
the unit commodity. This is the dialectical role of quantity and quality. There- 
fore, in the study of the final product in society, we must pay attention to the study 
of the two aspects of quality and quantity of its use value, as well as the two 
aspects of quality and quantity of its value. The views which deem that the object 
of socialist production is only for use value and neglect the study of quality and 
quantity of the vaiue of the final product in society are not comprehensive. 


3. The material content of the final product in society is constantly changed fol- 
lowing the development of science and technology and the raising of the production 
level. In capitalist society, the workers’ consumption of the required means of liv- 
ing has formed the vaiue of labor. The price and realm of the natural and histori- 
cally (veloped necessities for life and the educational fees of workers are an 
importast factor determining changes in the value of labor. The scope and quantity 
of chese daily necessities are fixed for a certain period in a certain society. But 
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in different society, different periods and different countries, because the levels 
of development of production forces vary and the degree of the development of sci- 
entific technology vary, the scope and quantity of daily necessities also vary. This 
is the reason for the difference in the wages of the people. In socialist society, 
although the labor force is no longer a commodity and wages are no longer revealed 
as the value of labor, the workers’ consumption of daily necessities iv still the 
necessary essential material required for the reproduction of labor and the daily 
necessities consumed are the important material content forming the final product 

in society. Engels said, "Through planned utilization and further development of the 
present tremendous productive force and under the conditions where everyone must work, 
the means of livelihood, means of enjoyment and materials used to develop and mani- 
fest all physical and mental power are equal and all the more fully handed to all 
members of society for distribution." (Engels: "Karl Marx, ‘Preface To Employment 
of Labor and Capital’ in "Collected Works of Marx and Engels," vol 22, p 243) Fol- 
lowing progress in science and technology, development in productive forces and 
constant changes in the entire social economic life, there is a tendency for the 
variety and scope of the means of livelihood required by workers for maintaining their 
normal life to constantly increase and expand and among them, the material consti: 
tuent of the means of livelihood for maintaining the organic activities of workers 
will change constantly. For example, countries with a relatively low level of ani- 
mal husbandry takes grain as the main food and meat occupies a very great propor- 
tion in the composition of food in countries with a relatively high level of animal 
husbandry. Next, products consumed for the education and training of workers are a 
component part of the means of livelihood which must be consumed for the reproduc- 
tion of labor and also a component required for developing the physical and mental 
abilities of the labor force. In the early period of capitalism, there was the 
trend of a reduction in the expenses of education and training for the workers be- 
cause of the replacement of manual labor by machines. However, the increase in 
productivity and development in science and technology and in particular, the pres- 
ent process of replacement of mechanization by overall automation with computers as 
the center have changed the trend of replacement of manual labor by machines so that 
work becomes more complicated. If the workers do not have a higher scientific, 
cultural and technological level, they cannot master or control the automated con- 
trol equipment of high precision or adapt themselves to the constant changes and 
development in advanced technological equipment and advanced technology. This 
requires a great increase in products consumed for the education and training of 
workers and the scope is correspondingly developed. At present, in particular, 
owing to the development of electronic industries, the teaching by audiovisual 
methods is widely spread. Material installations related to teaching by audiovisual 
aids will become the necessary products for education and training and will be pro- 
duced so as to satisfy social needs. This has increased the variety and expanded 
the scope of the final social product for education and training. The means of 
enjoyment is all the more determined by the development ‘evel of productive forces 
and extent of development of scientific technology, because the person seeking en- 
joymenc can only enjoy things which can be provided at that time. In sum, the de- 
velopment of production under the socialist system is for satisfying the needs of 
people and society. The development of production not only provides a possibility of 
satisfying needs but at the same time gives rise to new needs. "Needs are developed 
together with the means of satisfying the needs and are developed through relying 

on these needs." (Marx: “Das Kapital," vol 1, p 559) It was only after washing 
mach .res had been produced that people purchased washing machines and used them in 
the‘r daily lives. It can be seen that the variety and scope of social means of 
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consumption and personal means of consumption are increased and expanded daily fol- 
lowing the development in production. The final social product is composed of so- 
cial and personal consumer goods. The increase in the variety and scope of these 
consumer goods is also the increase and expansion of the material content of the 
final social product. According to my understanding, the so-called “within the 
possible limite" in Comrade Yu Guangyuan's statement of “maximum increase in the 
final product needed by people within the possible limits" should refer to the de- 
gree of development of science and technology, the level of development of produc- 
tive forces and the variety and scope of quantity of the final social product which 
can be provided under the above-mentioned conditions. (The manuscript was revised in 
February 1980) 
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ECONOMIC PLANNING 


GOALS FOR CHINA'S ECONOMY IN YEAR 2000 DISCUSSED 
Tianjin TIANJIN RIBAO in Chinese 7 Sep 80 p 4 
[Article by Yu Youhai [0060 2589 3189]: “The Year 2000 and U.S. $1,000") 


[Text] The year 200u will be of special significanc. in the history of 
construction by the Chinese people. What will be the shape of the Chinese path of 
modernization, and what kind of standards will it reach in that year? This is a 
question of concern to people. The comrades of the central leadershiv have made 
this tentative plan: The per capita GNP of our country must reach U.S. $1,000by the 
year 2000; at that time China will be "a society that is comfortably well-off." 


This tentative plan has aroused wide discussion and interest among ali professions 
and trades everywhere. Some deputies who attended the Third Plenum of the Fifth 
National People's Congress said that this goal is well devised, clear, and realistic. 
It can mark a level for the development of production and construction, and it can 
reflect an increase in the living standards of the people. 


Per capita GNP is a method popularly used in the world today to measure the 
production level and living standards of a country ©°T region. The deputies from 
Hubei said: This method has advantages over fixed commodity output quotas. The 
entire country, 4 province, a county, or even a commune or a production brigade can 
use per capita GNP as the standard for realizing modernization. It can give full 
play to its superior conditions and potentials, produce what it can produce best, 
and set for itself future plans that are geared to actual circumstances. This 
standard can be seen and felt by every cadre and by the masses. It is related to 
their vital interests and is easily transformed into self-conscious actions by the 
masses with strong, exciting effect. People have pointed out another advantage: 
Using the American dollar to calculate and compare with other countries is a kind 
of drive and encouragement. 


According to the methods of calculation in some countries, the so-called GNP 
consists of three parts: (1) the national income, which is the net output value of 
industry, agriculture, construction, communications and transportation, and 
commerce; (2) fixed property depreciation charge; (3) net income of non-material 
production departments. For some time, quite a few countries have been calculating 
the GNP in terms of American dollars and using it to measure their degree of 
modernization and level of economic development. 
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What is the per capita GNP of our ‘ountry? According to the statistics and 
computations of concerned department... it was $253 in 1979. To reach $1,000 in 20 
years we need to triple our present bas. . 


Can the goal of $1,000 be realized? 
People are most concerned with this question, and most discussions center around 


it. Many deputies at the NPC replied: Difficulties are not small, solutions are 
many, and the hope is great. 





According to st. tistics for 1979, the per capita GNP in Shanghai Municipality far 
exceeded $1,000, while Beijing and Tianjin municipalities were not far from this 
figure. These three municipalities will begin from the present “starting line" 
toward the year 2000 and will make a significant contribution to the struggle to 
realize a per capita GNP of $1,000 for the whole country. Many more places still 
have an exceedingly formidable course ahead. However, it is hoped that by arousing 
the spirit of the people, success will not be too distant. 


Governor Yor Ningfu [7281 1380 1133] of Hubei Province made this calculation: The 
1979 GNP of Hubei was 18.4 billion yuan, and so at a rate of 1.55 yuan to the 
Amevican dollar, the per capita GNP of the entire provincial population of over 
46 million was $258. If the annual rate of increase in the output value of 
industry and agriculture over the next 20 years is maintained at the past 30-year 
average of 7.7 percent, and if the population's natural rate of increase is con- 
trolled under 11 per 1,000, the per capita GNP of the entire province by the year 
2000 will reach $1,050. He said, “It is possible to make it a little sooner if we 
do our work 4 little better, mobilize the positive factors of all sides, and give 
full play to the superior conditions in our province." 


What about Sichuan, which has a population of 97 milifon? Its per capita GNP in 
1979 was only $200, lower than the national average. The preliminary plan is to 
exceed $820 by the year 2000 and then to struggle for 2 to 3 more years to achieve 
the goal of $1,000. 


Meeting the deputies from the cold temperate zone areas of Heilongjiang, this 
reporter was immediately moved by the liveliness and cautiousness of their steadfast 
spirit and thinking. The per capita GNP of this province in 1979 was $366. They 
plan to reach the goal of $1,000 sooner--in the year 1995. 


Deputy Fu Huating [0265 5478 1694] reported the news about the Xing No 14 Production 
Brigade of Yinhe Commune in Heilongjiang’s Gannan County. In 1979 the total grain 
output of this brigade increased by 500,000 jin over the previous year, reac*ing 

4 million jin. It sold a total of 2.82 million jin of grain to the state, with 
each member of the agricultural population producing an average of about 4,000 jin 
of commodity grain. The total income of the brigade in 1979 was 950,000 yuan, for 
an average of 1,350 yuan per person, equivalent to $870. He said that there has 
been even greater development in farming, forestry, animal husbandry, and sideline 
production. It is estimated that the per capita GNP is even closer to $1,000. His 
statement caused a stir in the group. The deputies from Qinghai Province especially 
invitec him to talk about his experiences. 
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This reporter also interviewed deputies from provinces and autonomous regions 
including Nei Monggol, Jiangxi, Fujian, Guangdong, and Henan. Almost each of 
these places have figures of $1,000, goals that are set in stages, operational 
policies, and measures to overcome difficulties. NPC Deputy Wang Duo [3769 6995] 
said: The economy of Nei Monggol Autonomous Region is somewhat backward, but we 
have our own superior conditions, and we have confidence that we can attain the 
goal of $1,000. 


What will be the people's living standard with a per capita GNP of $1,000? This is 
a picture everyone is interested in. However, this picture has not been drawn in 
detail and it needs to be depicted in the course of pract.ce. Some feel that the 
people's living standard may be similar to conditions in Japan in 1966, when its 
per capita GNP reached $1,028. Some feel that, owing to certain special conditions 
in our country such as the absence of class exploitatica and low prices of some 
consumer goods, living standards may be higher. However inaccurate some forecasts 
and estimates may be, this much can be certain: the year 2000 and a per capita 

GNP of $1,000 signify that the people's basic necessities of life will undergo great 
changes and improvement. Educational and cultural undertakings will grow and 
flourish tremendously; televisions, washing machines, refrigerators, and other 
advanced durable consumer goods will enter homes in large quantities; meat, eggs, 
sugar, and milk will form an increasingly greater part of the people's diet; work 
conditions and the environment will show great improvement. 


When people inquire into the realization of $1,000 in the year 2000, they particu- 
larly mention two other factors relating to the people's ideals that reed to be 
resolved besides the vigorous development of output capacity. /Jiey are as follows: 


First, we must vigorously control population growth. Calculating on the basis of 
an annual increase of 7.5 percent in GNP, if the work of planned parenthood is 
conducted well, with every child-rearing couple having one and a half children on 
the average, the population of the whole country will be 1,125,000,000 by the year 
2000 and per capita GNP can reach $1,000. If every child-rearing couple has two 
children from now on, the population of the whole country will be 1,216,000,000 by 
the year 2000 and per capita GNP will only be $925. If the rate of population 
increase goes up further, realization of the $1,000 goal will be greatly delayed. 


Second, the net income of non-material production departments must be positively 
enlarged. The GNP consists of the total output value of industry and agriculture, 
fixed property depreciation charges, and net income of non-material production 
departments. In some advanced countries where che per capita GNP reaches $1,000, 
the net income of non-material production departments and the fixed property 
depreciation charge generally make up about 25 percent of the GNP. In our country 
they come to only 12 to 13 percent. Positive development of medicine and hygiene, 
scientific and technological research, culture, tourism, and service trades will 
greatly increase the ratio of net income of non-material production departments 

to the GNP. This will be highly advantageous to realization of the goal of $1,000. 


According to sources, among some of the advanced countries which increased their 
per capita GNP from about $250 to $1,000, West Germany took 12 years, Japan 14 
years, Italy 15 years, and the Soviet Union 17 years. Our country has a large 
population, a poor foundation to start with, and conditions that are not favorable. 
However, as some deputies said: It is possible for the valiant, industrious, 
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and ambitious Chinese people to run in just a little over 20 years the course that 
took the above countries 12 to 17 years! 


All people who have aspirations for the country's prosperity and for the four 
modernizations, work hard and go forward! 





ECONOMIC PLANNING 


MILITARY METHODS IN ECONOMIC MANAGEMENT SCORED 
Harbin HEILONGJIANG RIBAO in Chinese 24 Sep 80 p 3 


[Article by Li Qingtang [2621 1987 1016]: "Military Methods Should Not Be Used To 
Manage the Economy" ] 


[Text] During the 30 years since the founding of the People's Republic, we have 
simply moved some of the military programs, principles, and methods used in the past 
in the revolutionary war into economic management work, and consequently we have been 
punished by objective economic laws to the harm of our economic construction. In 
order to increase the scientific and redce blindness to carry out socialist construc- 
tion victoriously, analysis and summary should be made of the problem of the "use 

of military methods to manage the economy." 


The dialectic tells us that different things have different inherent contradictions; 
contradictions that differ in character require different methods for solution. 
Economics and military affairs belong in two different fields and differ in character. 
They contain inherent contradictions that differ in character, and laws of motion 

that differ in character. Therefore, in solving military problems, it is necessary 

to use military methods suited to military laws, and to solve economic problems, it 

is necessary to use economic methods that accord with economic laws. Some military 
programs, principles, and methods may be applied to economic construction inasmuch as 
they not only accord with military laws, but also accord with the requirements of 
economic laws. You die and I live is a characteristic of war fare in which the goal 

is to vanquish the enemy. Economic construction is characterized by human trans- 
formation of the material world with the object of continuous satisfaction of the needs 
of the material life and cultural life of the people. In warfare, owing to the demands 
of time and the limitations of circumstances, some military methods contain a certain 
element of adventure, of striking out, and of mortal risk. Blanket metaphysical use 
of these military methods in economic management invites the introduction of these 
elements manifested in problems with adventurous rash action striking out with chaotic 
action, and risky, foolish actions. 


Although warfare requires that one know both himself and the enemy in order to be 

able to fight 100 battles with no danger of defeat, inasmuch as both sides maintain 
secrecy about their military deployments, it is impossible to have 100 percent mastery 
of the enemy situation, so when the fighting begins, there are always some risks. 
Economics, however, requires the fullest investigation and study, and the possession 
of reliable data without numerous unknowns. In the past, we had quite a few key 
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projects on which construction had to stop or production had to stop, or on which 
there was a partial shutdown of construction or a partial halt to construction with 
huge waste resulting because of the attitude that "doing construction work is just 
like fighting; you have to take a few risks." In the haste to get underway, con- 
struction, designing, and prospecting were all done at the same time necessitating 
shutdowns, possibly because of the geohydrology or because of transportation pro- 
blems, or because of energy supplies, or because the source of materials had not been 
straightened out in advance. 


In warfare, the sense of time is very strong. Frequently it is who moves first to 
occupy strategic ground that determine victory in combat, so seizing the opportunity 
for battle, concentrating one's forces, and going into action is exceptionally 
necessary. If this kind of concentration and pushing on is rigidly applied to 
economic construction, problems may result. Looked at macroscopically, the tendency 
toward impatience with transition that existed in the past in regard to the form of 
the system of ownership is an outstanding example. Individuals pushed for a trans- 
ition to small collectives; small collectives pushed for a transition to large 
collectives; and large collectives pushed for a transition to ownership by all the 
people. As a result, matters developed counter to expectations and in contravention 
of the law that production relationships must suit the level of development of pro- 
duction forces, causing serious impairment to the development of production. Looked 
at microscopically, the production sequence in enterprises must have a definite 
balance. This is particularly so in modernized large industrial enterprises where 

a single product may be made up of thousands and thousands of component parts. If 
the commando methods of warfare are introduced here, instant chaos will result. 


Warfare is politics with bloodshed in which you die and I live. In the annihilation 
of the enemy, sacrifices can scarcely be avoided. A great deal of combat requires 
that you risk your life to make an attack or risk your life in defense. But the 
adversary in economic management is different from the adversary in warfare. Economic 
construction is for the purpose of being able to perform and for the purpose of 
having the conditions to perform safe production. If the death-defying methods of 
combat are brought into economic construction, the safety of persons will be ignored 
and equipment will be imperiled in contravention of objective laws. This amounts, in 
fact, to the direct sabotage of production forces. We can also find a painful 

lesson of this sort in the "Bohai No 2" incident in which lives were lost when a 

ship capsized. 


During the long period of China's revolutionary war, many valuable experiments and 
ways of doing things were accumulated to produce a military science that is character- 
istic of China. But when we undertake socialist economic construction, we cannot 
s.mplistically apply these valuable experiences to economic work. A large amount of 
experience has shown that in our economic management, the past practice or the present 
existence of methods of a "supply system," or "great decisive battles," and emphasis 
on centralization and on commands, etc, has been very deleterious and damaging. 


The application to economic management of the methods of the supply system mistakenly 
made eating "out of the common pot" into a superiority of socialism, thereby con- 
travening the principle of socialist material benefits and the law of each according 
to his work, which can dampen the enthusiasm for socialism of regions, enterprises, 
and workers, and fetter the growth of productivity. The blanket application of 
economic management of the military method of "great decisive battles" seriously 
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impaifts improvement in economic results, Combat strives for the annihilation of the 
enemy, and expenditure cannot be 4 primary consideration, Economic construction, 
however, etrives to use the minimum expenditure to derive the maximum benefit, and 

the striving for economic benefits must be the primary consideration. Yor example, 
the great decisive battie in industry for large smelting of steel, and the great 
decisive battle in agriculture for the building of water conservancy have shown in 
practice that the gains have not outweighed the losses. A capital construction battle 
command that uses military organizational gethods and executive methods to unify the 
vatious unite engaged in construction of a sroject is also like this. This battie 
command is established on a foundation of the cancellation of an economic contract 
between A and B. Since the economic responsibility of all parties has been abolished, 
ali of the urits enga,ed in the project conetruction are merely subordinates to the 
command, in the executive organization; they have no relationship of economic benefit, 
and this contributes to the growth of tendencies toward no economic cost consciousness 
and eating out of a common pot. It is not clear who is responsible for problems on 
the preiject, and overspending and waste can only be reported as actual expenditures. 
Uniess this system is changed, the project will require a long time, costs will be 
high, and waste great. Countless problems will be difficult to solve and economic 
benefite will be hard to increase. Blanket use in economic management of the silitary 
methods of emphasis on centralization and commands seriously impairs use of the 
initiative of enterprises and of laborers. Emphasis in combat on centralization and 
commands is proper; otherwise how could battles be fought without effective control? 
Centralization is also needed in economic construction, as are rules and regulations 
that are like directives in nature, but the extent of application and the content of 
this centralization and these directives are for doing things in accordance with 
economic laws. There are many other economic activities in which one cannot reiy on 
centralization and commande but rather on the use of the laws of value, the market 
mechanism, and economic leverage. Blanket application of the military methods of 
ceatralization and commands can bring about neglect of the rights of enterprises to 
expand, because enterprises are not companies, platoons, and squads but relatively 
independent commercial production entities. It can lead to negiect of democratic 
management in economics, thereby limiting the full play of enterprise and laborer 
initiative. 


The reasons for the aforestated problems are oumerous. One is that gost of our 
leadership cadres engaged in economic management work have been tempered in the 
revolutionary war and the war of liberation. They have abundant experience in 
military methods, and they ire accustomed to them. Second is that right after 
Liberation, economic construction was learned mostly from the Soviet Union, and 
Soviet problems in this regard have had a real effect on us. More important has been 
the interference in economics of the ultra-left line with economic methods not being 
given serious attention or application, with the result that problems concerning 
blanket application of military methods to economic management could not be overcome. 


The way to solve the problem is, first, further liberation of thought and a purging 
of pernicious feudal influences s0 that some economic workers will be freed from their 
rigid or semi-rigid attitudes. Second is to turn greenhorns into experts in 4 real 
effort to learn to apply economic laws. Third is to establish and perfect economic 
legisiation so that economic management goes from lawlessness to lawfulness, and 
individual direction proceeds to doing things in accordance with law. This final 
point is also 4 major guarantee for the avoidance of blind direction. Without the 
protection of economic laws, democratic management often is replaced by “the will of 
the officer in charge,” becoming, in actuality, a system of one-man leadership with 
the working people losing their authority over economic management. For these reasons, 
estabsishment and perfection of economic legislation and economic administration of 
justice is extremely necessary for the protection of economic methods. 
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ECONOMIC PLANNING 


SHANDONG INDUSTRIAL READJUSTMENT WORK CONFERENCE HELD 
Jinan DAZHONG RIBAO in Chinese 5 Sep 80 p i 


[Article: “Purther Enliven and Do a Good Job in Production of Enterprises; 
Provincial Committee Convenes Industrial Readjustment Work Conference to Sum Up 
and Exchange Experiences and Study Views on Future Readjustment”) 


{Text} From 25 to 31 August the Provincial CCP Commitcee convened a province-wide 
industrial readjustment work conference. The conference earnestly examined the 
progress of past industrial readjustment. It summed up and exchanged experiences 
and etudied future industrial readjustment work. The conference decided that the 
future readjustment work of industrial departments must be more carefully and 
closely combined with present production, that we gust unswervingly implement the 
policy of giving play to superior conditions, safeguard competition, push alliances 
forward, get a clear understanding of the situation, bring forth daring new ideas, 
further enliven enterprises, and continue to develop production. The specific 
requirements are: 


l. Pay great attention to market regulation and give full play to its role. 

From now on, the development of production cannot gerely depend on whether there 

are planned tasks but mainly on whether there are competitive abilities in the 
market. For competitive commodities, abundant supply can become short and the 
reverse can happen. Thus, market regulation gust not only emphasize enterprises 
which have insufficient or no tasks, ineufficient raw materials, or poor markets. 

It must also emphasize enterprises which have relatively sufficient planned 
arrangements and good markets. Not only must we emphasize prefectural, county, and 
commune enterprises but also big cities and big enterprises. To achieve high quality 
and low prices, we must go with che market according to ite needs and make timely 
and appropriate price readjustments. A policy of less profits and more sales can 
be adopted for goods in general. We must establish a sound market systen, 
strengthen sales contingents, and vigorously develop publicity for the marketing 

of products. Market regulation is an important affair that concerns che development 
of the nat.onal economy and the people's livelihood. It involves -he areas of 
production, circulation, distribution, and consumption--relationships which are 
relatively complicated. Thus all levels of departments, including industry and 
communications, planning, ‘inance and trade, goods and materials, and labor, must 
closely coordinate with each other and together get a good grasp of this work. 


2. Persist in fighting the three tough battles, and further increase the level 
of production and the competitive abilities of goods. Viewed from this year's 
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practice ta industrial production and readjustment, fighting the three tough battles 
truly promoted the development of the work of the entire industry and communications. 
There are only 4 monthe left in the second half of thie year. Time ie pressing, 
and the task is formidable. To complete the plan for the year, we muet persiet in 
fighting the three cough battles well. At present, we must emphasize thie year's 
work in quality inepection, summation, comparison, and appraisal. The conference 
convened in September to give summation, compariteon, appraisal, and awards aroused 
cadres and etaff workere to continue their efforts and to raise the quality of 
industrial products to a new level. For the work of economizing energy resources, 
we must earnestly promote the experience of Yantai Prefecture. With the pre- 
requisite of not increasing the fuel supply, we must guarantee the surpassing of 
the production target for the entire year. There are many unfavorable factors 

that affect the financial plan for the second half of the year. Every part of 

the province must earnestly study conditions to make up deficits and increase 
surpluses throughout the year, vigorously promote its own experience that is 
effective in practice, overcome difficulties by every possible means, and strive to 
surpass the target in this year's profit plan. 


3. Positively push forward for alliances and take the course of joint and 
specialized cooperative development of production. Henceforth we must continue to 
accelerate the pace of alliances. We must earnestly sum up the experience of what 
has already been organized, conscientiously strengthen leadership, and study and 
resolve problems that appear in the course of development on a timely basis in 
order to further consolidate. Jointly run enterprises must pay great attention 

to policy. Persiet in the principle of voluntary mutual benefits, and in 
accordance with the objective demands of economic development, allow joint 
organization, if it suite the prefecture, and among prefectures and enterprises if 
it suites the province ase a whole and several enterprises. We must pay attention 
to enterprises that have already been closed, merged, or transferred and enable 
them to again become normal as soon as possible. 


4. F ther do well in experimental unite for expanding the right of enterprises 
to free choice. In accordance with the 10 rights stipulated by the State Council 
bestowed on enterprise experimental unite under the leadership of the local party 
committee and government, the present 173 such unite must organize all sides 
concerned and conduct experimentation in the areas of planning, production and 
marketing, goods and materials, prices, labor and capital, and personnel matters. 
In accordance with concerned stipulations of the Provincial CCP Committee, they 
must progressively reform the system of production management of supply and 
mrketing. For cotton cloth and @ajor kn‘t goods, after the industrial departments 
have completed the state plan with respect to safeguarding quality and quantity, 
excess production and new varieties for trial marketing can be put on sale, with 
the prerequisite of etrictly carrying out the state’e stipulated unified policy of 
collecting cloth coupons and implementing unified sale prices. Areas can be 
designated for raw materials of some farm byproducts required in industrial 
production and suitable for connecting with factory teams, by which [arrangement } 
the factory makes direct purchases or else commissions the basic-level supply and 
marketing cooperatives to do so. According to the State Council's stipulations, 
beginning thie September four enterprises that possess suitable conditions will be 
selected to experiment in “independent business accounting, taxation by the state, 
and assumption of sole responsibility for their own profits and losses.” 
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5. Consctentiously increase safety awareness, atrengthen the leadership, and 
guarantee safety in production. Enterprises in industry and communications must 
etrengthen safety education, reorganize the safety system, adopt effective safety 
measures, put an end to hidden dangere, and prevent accidents from happening. 
The production taske in industry and communications in the next 4 months are 
exceedingly formidable. Ail levele of leadership and the broad masses of ataff 
workers must make persistent efforts, comprehensively surpass thie year's atate 
plan targete, and realize the demands of making progress and readjustment at the 
wame time. 


Participating in the conference were comrades in charge of the Provincial CCP 
Committee, the provincial government, various prefectures and gunicipalities, 
provincial industry and communications, and concerned departments. 
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ECONOMIC PLANNING 


SHANDONG INDUSTRIES URGED TO SHAKE OFF OLD WAYS OF THINKING 
Jinan DAZHONG RIBAO in Chinese 5 Sep 80 p 1 


{[Editorial: "Get a Clear Understanding of the Situation, Emancipate the Mind, and 
Enliven Industry") 


[Text] Readjustment work on our province's industrial front has been carried a 
step further this year. The situation has developed very quickly. The under- 
standing of readjustment by various levels of cadres has greatly increased, and 
the emanicpation of thinking has been progressive. But some problems still remain. 
Primarily, some comrades lack an adequate understanding of the overall implementa- 
tion of the readjustment policy--especially the formidability of the reform tasks, 
reorgenization, and improvement. The mentality of the "three reliances," the 
mentality of the emall producer, and the restriction of rules and regulations still 
seriously hinder the smooth development of readjustment work. The understanding of 
the competitive situation »f commodities that are now appearing is inadequate. 

The comprehensive and use of adaptation to resolve problems in accordance with the 
spirit of the instructions of the central authorities are still poor. These problems 
should be earnestly and satisfactorily resolved. 


To emancipate the mind and enliven industry, we must get a clear understanding of 
the situation. In particular, we must resolve the problem of the ideological 
understanding of leading cadres at all levels. The main problem is to collectively 
deal with how we should correctly regard competition in order to enliven industry 
and to rid ourselves of the mentality of the small producer. An outstanding 
characteristic of the present economic situation is that market regulation is 
becoming extensive and competition increasingly intense. This is because competition 
is a product of a commodity economy. In developing a socialist commodity economy, 
competition is inevitable. In order to survive and develop, an enterprise or a 

new product must consciously or subconsciously compete. Judging by the conditions 
in our province, industrial readjustment has already developed from resolving 
problems of proportional relations and problems of some enterprises having insuf- 
ficient tasks or no work to problems of increasing competitive abilities. Even 
some goods in urgently short supply are faced with the problem of standing in the 
mrket. Scarcity is value; it is an individual temporary phenomenon in commodity 
production. To develop production and enable a product to stand on firm ground 
depend essentially on whether the commodity has competitive ability--in other words, 
whether it is sold to satisfy a need, whether it is of good quality and has a low 
price, and whether it gives good service. This is a major new problem placed before 
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enterprises in industry and communications. Therefore, we must closely center 
around the development of competition, enliven industry, and study and consider 

our industrial readjustment and production work. Some comrades still have lingering 
fears about developing competition and worry that it might lead us back to 
capitalism. This is unnecessary. Socialist competition and capitalist competition 
are different in nature. Among capitalist enterprises, especially those in the same 
business, capitalists vie with each other according to the law of the jungle for 
high profits, causing many factories to close down, workers to lose their jobs, 

and economic paralysis. This is an unshakable evil created by the contradiction 
between capitalist private ownership and socialist production and construction, as 
well as by the increasing need for growth in the cultural and material life of the 
broad masses of people. Our competition basically has no life-and death type of 
conflicting relationships. It will not give rise to the phenomena of factories 
closing down and workers losing their jobs. In contrast, competition among socialist 
enterprises can encourage and spur advancement, cause mutual promotion, and create 
joint enhancement. Even though certain problems may appear in the course of our 
advance, they should not be difficult to resolve if we only conduct our work 
according to the general and specific policies of the party and do a good job. 
Therefore, all professions and trades should get a clear understanding of the 
situation, shatter their misgivings, consciously join the ranks of competition, give 
full play to one's own superiority, and achieve victory through excellence. ; 
To emancipate the mind and enliven industry, we still need to shatter old habits, 
old mentalities, and old conventions that are unsuitable to the needs of construction 
of the four modernizations. Owing to the defects in our economic management system 
and problems in our work, our industrial and communication enterprises have for a 
long time nurtured old habits of “reliance of production on planned arrangements, 
reliance of goods and materials on supply by allocation and transfer, and 

reliance of products on unified purchase and sale by the state." These old habits 
affected subjective initiative and weakened the economic vitality of enterprises. 
The old habit of the “three reliances" came under attack and market regulation 
progressively developed only after the Party Central Committee and the State Council 
proposed a series of general and specific policies to readjust the national economy, 
expand the enterprises’ right to free choice, implement the combination of planned 
and market regulation, give play to superiority, safeguard competition, and 

promote alliances. The practice of over a year has proved that market regulation 

is an important supplement that planned socialist economy cannot do without. It is 
a long-term and persistent policy needed for developing the socialist commodity 
economy. is directly concerned with whether this year's state plan target can be 
surpassed, and is the key to realizing increase in production and income. At the 
same time, the experience of many units has told us that market regulation is 
essentially market competition. The development of production from now on cannot 
depend merely on whether there are planned tasks, but mainly on whether it has 
competitive ability. This is an inevitable trend of the situation. An abundant 
supply of competitive products can become short, while the reverse can happen and 
planned products can be refused by consumers and rejected from the market. We 

must therefore further shatter the mentality of the "three reliances" so that market 
regulat‘on will develop breadth and depth under the planned guidance of the state. 
We must do a good job of market regulation, regardless of the sufficiency of tasks 
and mrketability, and regardless of whether the enterprise is operated by state 

or co..ective. Through market regulation and competition, production management 

can be further enlivened. 
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Shattering the old mentality refers to the mentality of small production unsuitable 
to the demands of large socialist production. As our country has gone through a 
long period of feudal society, the mentality of self-sufficient small production 
became deep-rooted. This kind of habit, reflected in the treatment of the problem 
of readjustment and reorganization, is seen in the reluctance to break down regional 
barriers, the restrictions on carving up by enterprises and systems of ownership, 
and the yearning for “big and complete" and "“emall and complete." If this kind of 
mentality is not shattered, it will be difficult to carry out industrial readjust- 
ment and reorganization smoothly. No doubt it should be recognized that past 
policies of simultaneous development, combining simple and sophisticated methods, 
and walking on two legs contributed to the establishment of industrial encerprises, 
the development of industrial and agricultural production in our province, and 
improvement in the people's living. Due to long-term emphasis on developing heavy 
and processing industries, however, the construction of light and raw material 
industries was overlooked, causing an imbalance in industrial proportion, decentrali- 
zation, redundancy, irrational structure, poor economic results, and low competitive 
abiiities--all of which are exceedingly unsuitable for the demands of speeding up 
the construction of the four mdernizations. Therefore, in implementing the policy 
of readjustment, it is necessary to break the bonds of prefectures, enterprises, 

and systems of ownership. We must rationally carry out readjustment, reorganization, 
and economic alliance according to the objective demands of economic development 

and the principles of coordination among specialized departments. We must give 
play to strongpoints and strive for economic results, in accordance with the spirit 
of strengthening light textile, electronic, and chemical industries. Seen from the 
experience of units which have already allied themselves, economic alliance is 
beneficial to fully tapping and utilizing the potential of existing enterprises 

at relatively low investment and the ability to speedily expand production. 

it is beneficial to improving the structure of industries, implementing coordination 
among specialized departments, changing the state of “big and complete" and "small 
and complete," and increasing economic results. It is also beneficial to carrying 
out scientific management and technological transformation, and progressively making 
modernization a reality. Therefore we must proceed from the general situation, 
overcome the feudal and conservative mentality of sticking to old ways and of 
complacency, and push the work of industrial readjustment a step forward. 





The implementation of the policy of readjustment in the national economy and the 
reform of the economic management system is a very painstaking and complicated 
task. For over a year, the Party Central Committee and the State Council have 
adopted many effective measures to deal with the many existing pitfalls in the 
economic management system, such as overconcentration of power and excessive and 
stifling control. These readjustments anc reforms are of course still preliminary. 
Before the central authorities carry out major readjustment and reform of the 
entire economic management system and economic , we definitely cannot bear 

a pessimistic, wait-and-see attitude but should, «1th the prerequisite of not 
violating the party's basic, general and specific policies, think of greater 
adaptation, as well as positively and actively enliven production management. 

This is the key to whether each prefecture or unit can score victory in competiticn. 
The changes that have occurred in industry in Heze Prefecture this year fully 
demonstrate this question. The industrial foundation of the prefecture is backward 
and has suffered a long period of losses. Last year it had a deficit of 10.24 
million yuan, and this year the loss was expected to be 9 million yuan. In order 
to free themselves from this difficult situation in a fundamental way, they 
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emancipated their thinking, made daring reforms, utilized adaptations, and boldly 
assumed responsibility for profits and losses throughout the whole prefecture. 

These ‘steps) effectively mobilized the initiative of enterprises and staff workers. 
Not only did they eliminate the deficit for January through July, but they have 
gained 6.53 million yuan in profits. The income of the state, enterprises, and 
staff workers has greatly increased over former years. The methods used in Heze 
have provided a valuable experience for the whole province in using adaptation to 
enliven the economy. 


To carry out the policy of readjustment and to enliven industry more effectively, 
all prefectures, trades, and enteiprises must further strengthen their leadership, 
look to the future, and have a firm grasp of the present. In accordance with the 
demands and the spirit of selection by excellence, competiton, and alliance of 

the readjustment policy in the national economy, they must plan our work, launch 
the masses to continue a down-to-earth campaign to increase production and 
economize, and truly enable the quality of our industrial products to be continu- 
ously improved, their colors and variety to be prominently increased, the consumption 
of raw materials and fuel to be further decreased, and the [products'] competitive 
abilities to be greatly strengthened, thus raising the production, technological, 
and management work of the entire industry to a new level. 
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ECONOMIC PLANNING 


SICHUAN'S FIVE EXPERIMENTAL ENTERPRISES SHOW FINE RESULTS 
Hong Kong ZHONGGUO XINWEN in Chinese 22 Aug 80 p 5 


[Article: "Significant Results Gained From Trial Operation of Five "Self-Responsible" 
Enterprises in Sichuan") 


[Text] In experimenting with expansion of enterprise autonomy, Sichuan Province has 
carried out an experiment using five enterprises in a type of operation characterized 
by “independent accounting, taxed by the government, and individual responsibility for 
gain or loss." The practice has indicated that the total value of products increased 
50.8 percent in the first half of the year compared with the same period last year, 
and net profits increased 89.6 percent. The tax paid to the government was 54 percent 
more than the sum of both taxes and benefits paid to the government in the past. 


These "autonomous" enterprises pay only taxes to the government. The taxes include 

a business tax, a property tax, and an income «x. Profit after taxes is kept by 

the enterprise itself. After paying the taxes according to the regulations, the 
enterprise may spend its profit in any way it sees fit, including, for example, paying 
wages, expanding production, improving the collective welfare, and increasing the 
workers’ income. In this way, those enterpr'ses which are well managed will produce, 
make a profit, and prosper. On the other hand, any losses suffered by the enterprise 
must be borne by the enterprise itself, for the government will not step in and bail 
it out. According to the national plan, and under the leadership of the local govern- 
ment, this type of enterprises enjoys a broader right of autonomy in matters concern- 
ing production, supply, distribution, personnel, finance, and materials. 


The Economic Commission of Sichuan Province decided not long ago to increase from 
5 to 10 the number of this type of “autonomous” enterprises in the latter half of 
this year. 
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REFORMS NEEDED IN ORDER TO MODERNIZE BANKING SYSTEM 
Beijing RENMIN RIBAO in Chinese 6 Oct 80 p 5 


[Article by Zeng Kanglin [2582 1600 7207) and Yan Yi [0917 3015]: "The Present Fi- 
nancial and Banking System Must Be Reformed") 


[Text] During the process of realizing modernization in this country, many people 
insisted that management of the economy be strengthened through the use of the bank- 
ing system and such economic levers as credit loans. In spite of this, the impact 
of the banking system has not yet been fully felt in China today. Excluding a few 
objective conditions, the main reason for not being able to achieve this goal lies 
in our understanding, or lack of it, of the position and workings of the banking sys- 
tem in this country. 


The traditional concept of a bank, held by many over a long period of time, has 
been that the National People's Bank constitutes the three main centers of our na- 
tional economy; namely, the credit loan center, the accounting center and the center 
for cash deposits and withdrawals. We consider that such a concept of the bank 
cannot precisely describe the position held by the bank in our national economy and 
fails to reveal the impact that the bank can bring about during the reproduction 
process of our society. 


“The three main centers" concept is derived from the Russian example and is pat- 
terned after the socialist economic model (e.g., a highly centralized socialist 
economy) designed by Stalin in that period. However, our present conditions are 
completely different from ‘he conditions which prevailed at the time Stalin formu- 
lated the socialist economic model. Take the bank, for example. We have today not 
only a bank under the ownership of the whole people but also a collective owner- 
ship bank. The sources of funds and the credit loan activities of these banks fit 
the description of division of labor in some areas but overlap in other areas. The 
national bank deals not only in short-term credit loans for working capital but 
also in medium- to long-term loans for equipment. Under such circumstances, can we 
conti-ue to apply an old theory and describe our national people's bank as a credit 
loan ceuicr? 


Still more, “the three main centers" concept is derived from observation of the 
phenomenon. All loans are concentrated in the bank. All noncash accountings are 
concen: cated in the bank, and so are all cash receipts and payments. What do these 
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phenomena explain? They can explain the activities and the position of the bank in 
society only within a very narrow field of currency and credit, but they do not re- 
veal what vital effect the bank ought ot have in a society that is undergoing a pro- 
cess of reproduction. 


"The three main centers" is simply calling a tool a tool. Credit loans, accounting, 
and receipt and payment of currency ace nothing but economic levers used by the bank 
to carry out its business activities, and do not constitute the position or the 
impact of the bank itself. "The three main centers" explain that the three kinds of 
levers or tools are concentrated in the bank's hands, but it does not imply that the 
position and impact of the bank in our national economy are only to concentrate 
these three levers or tools in its own hands. Today, some comrades, including those 
in a position of leadership, associate the bank only with the word "money." They 
regard the bank simply as a safe where money is kept, or a place where an account is 
kept, or a place where currency is printed. Because of this kind of view toward the 
bank, they regard the bank as being as heavy as "a thousand jin" when they are in 
need of money and put it down as being as light as “four ounces" as soon as the need 
for money is over. This kind of attitude was shaped, to be sure, by many factors. 
However, there seems to exist more than a thread of correlation between this atti- 
tude and the "three main centers" concept about the bank, or the attitude of equa- 
ting the bank with “money” alone. 


Now then, what ought to be the position and impact of our national bank in our na- 
tional economy? In simple terms, the bank constitutes the backbone of socialist 
society. The bank ought to utilize the various economic levers available to it and 
work through the functional activities related to currency and credit to carry out 
the functions of /distribution/ and /exchange/ during the reproduction process of 
society, and to /regulate/ the economic life of society. In other words, the bank 
must play the role of the “nerve center” of the society. [Words in slantlines in 
italics] 


Why do we say so? We all know that the banking institution has a history of several 
hundred years. During the early stage of capitalism, banks in the social economy 
occupied only a position which may be described as a “mechanism for credit transac- 
tions," acting as a credit intermediary or a payment intermediary. During the 
later stage of capitalism, or the imperialist stage, “the bank evolved from an 
ordinary intermediary into an omnipotent monopoly." A fundamental qualitative 
change had taken place in its position in and its impact on society. It suddenly 
became “the center of modern economic life" and "the nerve center of the entire 
capitalist national economy." It reached deeper and wider into every field, every 
department, and every enterprise dealing with production, distribution, exchange, 
and consumption. It practically controlled and regulated every phase of the social 
economy. When the socialist stage arrived, the proletariat took over the control 
of this readymade "strange and magnificent organization which was developed over 
hundreds of years under the capitalist system" and, by eliminating capitalist 
control and influence over it, made it into an even greater organization. And thus 
a unified, large-scale national banking system was formed which became the national 
accounting organization and the calculating organization for commodity production 
and distribution nationwide. Therefore, Lenin arrived at this conclusion: Great 
banks constitute the “backbone of our society." The party and the government ought 
to utilize this “backbone” to “regulate the national economic life, which is organ- 
ized according to the socialist framework." 
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In a socialist society, the banking system is a functional department of the govern- 
ment for organizing the economy. It constitutes a "magnificent organization" through 
which the government can manage and regulate the social economy. The bank can use 
various economic levers at its disposal, including currency, credit loans, interest, 
and accounting. Working through its own several functional activities, it can absorb 
and collect various temporarily closed capital items, including national, enterprise, 
and personal funds, and then redistribute them in the form of loans. Through this 
act of distribution and redistribution of social and national income, the bank parti- 
cipates in the social reproduction process by circulating and recycling capital. 

And the circulation and recycling of capital (which is in reality a manifestation 

of matter in the form of currency) mean that the elements of production (including 
production capital, raw materials, and manpower) and the products are Leing exchanged 
and distributed in the field of production and circulation. Therefore, the position 
of "backbone" occupied by the bank in a socialist society is manifested specifically 
during the reproduction process of society when the bank systematically organizes 

the distribution of capital in the form of credit loans, as well as when the bank 
organizes the exchange of commodities by providing the means of circulation and the 
means of payment. By doing these things, the bank has an impact on socialist eco- 
nomic life as its organizer and regulator. 


How can we better utilize the regulating role of the bank? We believe that what is 
most important at this stage is to reform the financial and banking system and grad- 
ually resolve the problem concerning the division of labor between finance and bank- 
ing. 





Our present financial and banking system was transplanted from Russia during the 
1950's, and this Russian system and the principle of its division of labor were 
established during the 1930's as a result of credit reform. Therefore, this system 
may be described as an “old brand" having 50-60 years of history. Over the past 

20 years or so, this system did demonstrate its positive impact. However, as the 
emphasis of national endeavor has shifted, this financial and banking system, which 
emphasizes an administrative method of management, has begun to show numerous 
shortcomings which are disadvantageous to manifesting the full impact of a banking 
system. 


First of all, this system favors “big finance and small banking," and thus it arti- 
ficially hinders the development of the bank's impact. Originally, finance and 
banking were the two main tools by which a government carried out both the organi- 
zation and the distribution of social capital. The two were different only in their 
channels, and there was no difference as to which came first and which came second. 
Speakingof absorbing postponed consumer capital in the form of personal savings of 
billions of the masses in the cities and villages, or speaking of absorbing the 
enterprise capital realized from depreciation or withholding of profits, the banking 
organization, as well as the breadth and depth of its dealings with the distribution 
of the capital of society, should be increased, because this capital should not be 
organized or distributed by the financial institution without compensation. Lenin 
used to refer to the bank by the adjective "great" and used the term "great bank." 
However, a theory has been going around in Russia for a long period of time: finance 
is the "main tool" for organizing and distributing capital, and the bank is an 
“auxiliary tool." This theory is also quite popular among a portion of our comrades 
and is »ften regarded as normal. Applying this idea of “main” and "auxiliary" to 


48 





the division of labor between finance and banking, a situation of one "big" and one 
"gmall" will be created naturally. If “big finance and small banking" are the order 
of the day, how can we talk about the socialist "backbone" and its impact on na- 
tional economic life? 


Secondly, this system operates according to a principle of division of labor in 
which finance monopolizes and banking complements. The "division of management" be- 
tween finance and banking is determined likewise. Finance takes control of basic 
construction capital and fixed working capital, while banking manages the overflow 
working capital of a temporary and seasonal nature. This is to say that the basic 
construction capital needed by an enterprise to build plants and purchase machinery 
and the working capital needed to buy raw materials in order to carry out production 
are allocated completely without compensation by finance. Banking can handle 

only a small portion of working capital that is temporary and seasonal in nature 
over a relatively short period of time. This way, the range of credit loans made 

by the bank is very narrow, and it is not permitted to make contact with the re- 
production process on a large scale. It can play only a small, complementary role 
in a simple reproduction proecess and have only a "temporary" effect. According 

to this principle of division of labor between finance and banking, banking is as- 
signed to a small corner by design. How can we expect it to become the "socialist 
backbone” and regulate national economic life? 


Thirdly, the internal management policy of the banking system--which requires uni- 
fied deposit and withdrawal regulations for all credit loans, unified collection 

and payment regulations concerning financial matter, and all banks nationwide to 

eat a mouthful from "the big common pot"--is another obstacle preventing the bank 
from achieving the objective of regulating the smooth flow of the capital of society. 


Because of the three points elaborated above, plus some other reasons, the work re- 
lated to economic management in this country over the past 30 years has employed the 
financial tool too often and the banking lever too infrequently; there have been too 
many administrative measures and too few economic measures. The banking institution, 
described by Lenin as being an "all-inclusive" and a "magnificent organization," 

has not been permitted to become "all-inclusive," nor has it been allowed to become 
“magnificent”; much less can we expect it to demonstrate a significant impact on 
the entire social economy. For many years we have paid too much tuition to this 
financial « ‘ »enking system. The time is now ripe for reforn. 


How do we . »- 1 In order to make banking a lever to promote development of the 
economy and th aew technology, the banking institution must be made really bank- 
like. This ought to be the guiding idea and the direction of our efforts when we 
contemplate reforming the financial and banking system. In view of the fact that 
reform of the financial and banking system is a major event which involves numerous 
areas and policy matters, and the fact that the present system, having existed for 
so long, is not so easy to change at once, we believe that we must move cautiously 
in two phases, while upholding the spirit that our attitude be positive and our 
steps be steady. 


A small reform to be carried out immediately: (1) The present system of division 
of labor between finance and banking, in which finance monopolizes all the basic 
construction capital and banking manages only the temporary, seasonal overflow 
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working capital, must be changed basically by allowing the people's bank to handle 
medium- to long-term equipment loans. Let the banking institution move step by step 
from a simpler reproduction process to the areas of expansion of reproduction. Let 
the bank ; adually strengthen its economic regulatory impact on society. This 
policy has begun to be implemented in many areas of this country today, but the 
extent of the loans and the sum of money involved need to be expanded further. 

(2) A preliminary reform of the management of the banking system, including planning, 
credit loans, accounting, cash management, and financial management must be carried 
out in order, under the premise of upholding the principle of concentrated and uni- 
fied banking business, to adequately increase the right and responsibility of the 
banks at various levels to handle matters concerning their own organization and their 
operational capital, thus increasing the bank's impact on society. The provincial 
people's banking system of Sichuan is currently experimenting with a 10-point reform 
in connection with the reform described above. This is a memorable step forward. 


A large reform, to be carried out later: The system of division of labor, in which 
finance monopolizes basic construction capital and banking manages working capital 
loans, must be fundamentally reformed. The need for capital for construction nation- 
wide must be uniformly regulated by the bank. Let the bank become the true manager 
of the capital and regulate the social economy. There are three key points: (1) Fi- 
nance should take charge of taxation (including income taxes based on the enterprise 
profit) and expenditures of a noneconomic nature (such as administrative, national 
defense, diplomatic and social insurance allocations, etc.) Banking should take 
charge of the deposit of various capital for social construction projects (includ- 
ing all basic construction capital, modified capital, and working capital). (2) All 
economic construction allocations which used to be dispensed from the finance bud- 
get, including all basic construction capital and working capital, should be 

changed from aliocations to loans. Finance should transfer this sum of money to 

the banking system as a corresponding fund to be distributed in the form of credit 
loans, which are to be uniformly arranged and regulated. (3) After finance's basic 
construction capital is changed to bank loans, the loan applications made for medium 
to small construction items or by existing enterprises for the purpose of expansion, 
remodeling and reconstruction will be examined by the bank, in accordance with the 
national plan and guidelines, to determine the loans' terms and guarantees in light 
of their economic impact. Loans related to capital construction items will be de- 
termined by the government, and the bank will participate in the examination of the 
economic merit thereof. If the bank should discover that some of the items are 
economically unreasonable, it may make such a suggestion and the case will be re- 
examined. 


Corresponding to the aforementioned reform of the financial and banking system, we 
believe that the position of the banking institution ought to be raised and made an 
integral part of our national economy. 
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CONSTRUCT LON 


CONSTRUCTION PROJECTS PROGRESSING RAPIDLY IN GUANGDONG 
Hong Kong ZHONGGUO XINWEN in Chinese 22 Aug 80 p 1 


[Article by Pang Yuansheng (2455 6678 3932): “Construction of 48 Capital Construction 
Items Progresses Rapidly in Guangdong" | 


[Text] This year, after the basic construction items were reorganized in Guangdong, 
various engineering construction projects related to the 48 capital construction items 
which are closely tied to the national economy and the people's lives have made 
significant progress. At the same time, there are 11 items of construction projects 
involving more than 1 million yuan of investment which were either halted or slowed 
down. 


There are altogether more than 4,000 items, large and small, of basic construction 
projects in Guangdong Province. Of these, 48 items are considered capital construction 
projects. These projects include electric power, light and textile industries, 
transportation, housing, fishing base, forestry base, harbor, electronic computer 
station, etc. As for electric power, construction of the No 3 unit of the Huangpu 
Electric Power Plant, with a capacity of 125 megawatts, has been completed. Construc- 
tion of transmission and transformer lines between Tongeshi and Sanya on Hainan island 
has been completed. Construciton of the Sanya transformer station will be finished 
this month. Construction of transmission and transformer lines from Fengsuba to 
Meixian and Shantou, from Niulu to Wenchang and Haikow on Hainan Island, and from 
Huangpu to Tangxia is also making rapid progress. As for light and textile industries, 
construciton of the Chaoyang Sugar Refinery, with a capacity for pressing 500 tons per 
day, has been completed. The Shantou Photosensitive Materials Plant, the Shantou 

Hemp Weaving Plant, and the Fushan Silk Printing and Dyeing Plant are expected to 
begin production bv fore the end of this year. Those activities which ere expected to 
begin production in part before the end of this year include 20,000 new spindles added 
to the Fushan Cotton Textile Plant and the newly built filter-nozzle factory of the 
Znhoushan Sugar Refinery. Work related to the assembling of the equipment and machinery 
at the Guangzhou Chemical Fiber Plant is expected to be finished before the end of 

this year. Construction of the Dongjiang Bridge, which is expected to have a great 
impact on highway transportation in the area, is more than 5O percent complete. By 

the end of August, 80,000 square meters of floorspace for dormitories, classrooms, 

and laboratories at seven institutions of higher learning, including Zhongshan Univer- 
sity and the Huanan Engineering College, will have been completed. This amounts to 

70 percent of the work planned for completion this year. 


In addition to the above, during the first half of this year, construction of 880,000 
square meters of floorspace for workers’ housing all over the province was completed. 
This is a 20-percent increase over the same period last year. 
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SOLUTIONS TO GUANGDONG'S EMPLOYMENT PROBLEM SUGGESTED 
Guangzhou NANFANG RIBAO in Chinese 17 Sep 80 p i 


[Article by Commentator: "Give Play to Our Province's Superior Conditions; Open All 
Avenues to Employment"] 


[Text] Since the founding of the state, the work of labor employment has obtained 
great results. The number of workers in the system of ownership by the whole 
people in our province last year was six times greater than in 1952. Last year 
alone, jobs were arranged for 470,000 people in the province as a whole. However, 
it should be understood that the present employment problem is still rather sizable. 
We must pay great attention to it, mobilize the strength of all trades and 
professions as well as various aspects of society, and give full play to the 
superior conditions in our province to resolve this problem. 


At present, the basic way to solve the labor employment problem in cities and towns 
is to emancipate our thinking, relax policies, develop production, open avenues 

for employment, and implement the government's planned and guided policy of 
recommending employment by labor departments and combining voluntarily organized 
and self-sought employment. However, some people are still highly suspicious of 
this policy. They are essentially “cadres who fear the right" and “masses afraid 
of change." For a long period of time and particularly since the “Great Cultural 
Revolution,” emphasis was inappropriately put on “big” and “public” in the question 
of the system of ownership. Emphasis was on the transition from collective to 
state-owned economies and from small to large collectives, thereby suppressing 

and even eliminating individual economy and treating this ultraleftist stuff as the 
most revolutionary. Consequently, the minds of some comrades became bound, and 
when they heard that diverse types of economic sectors were allowed to exist, 

they wanted to vigorously develop the economy of the system of collective owner- 
ship that assumes sole responsibility for its profits and losses and to appropriately 
develop nonexploitative individual economy. However, they worry that opening the 
“double door” is being rightist and that it might lead to excessiveness and 
disorder. They are particularly ili at ease with the masses operating collective 
and individual economies, and are fearful of “derailment™ by others. Thus it is 
clear that in order to relax policies and open avenues of employment, it is 
necessary to continue cricicizing ultraleftists and to liquidate pernicious 
influences. The saying that "the masses fear change” reflects the wholehearted 
support they give to the party's policy of solving the labor employment problen. 
But it aleo shows that they harbor Suspicions, worrying that the party's policy 
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might change overnight and that ultraleftiet stuff might return to criticize 
socialiem as capitaliem, with the reappearance of “relax when there are difficulties, 
control when production goes well, and criticize when campaigns begin." It should 

be admitted that this kind of phenomenon certainly appeared before, but now things 
are different. We have already summed up experience and lessons. The present 

basic policy put forth by the Party Central Committee to solve the labor employment 
problem results from using the principles of Marxism to sum up WO years of experience 
and lessons since the founding of the state. Therefore, it is in no way an 

expedient measure but an important reform of our labor system, a major and long-term 
policy that follows the Chinese way to modernization. 


What then are the superior conditions that our province can use in relation to the 
problem of labor employment’ In what areas should we open avenues of employment’? 
Viewed from present actual conditions, the main areas are as follows: First, we 
need to speed up the development of light textile industry and handicraft industry. 
Before liberation, “Beijing and Guangdong sundry goods" enjoyed a high reputation 
in the domestic market. If we only pay attention to giving play to the superiority 
of this aspect by establishing a light-duty economic structure, and vigorously 
develop light textile industry, particularly the various labor-intensive types of 
handicraft industry and industral art, then we can arrange employment for a large 
labor force. Second, we must be fully aware that our province is the southern 
gateway of the motherland. It borders on Hong Kong and Macao, where many overseas 
Chinese and compatriots come and go. The number of foreign friends, overseas 
Chinese, and compatriots from Hong Kong and Macao who [pass through] Guangzhou to 
visit various parts of the country continues to increase each year. Therefore, if 
we do well in giving play to the superiority of this point and vigorously revive 
and develop commerce and service trades, including those needed to suit the 
development of tourism, employment can be arranged for a large number of people. 
According to statistics of concerned departments, in 1959 there were 180,000 staff 
workers in retail stations of the collective trade in the whole province, or 3 
percent of the population in cities and towns. However, this percentage was only 
0.6 in 1978. If only the 1957 level is regained, the province can arrange employ- 
ment for 200,000 people. Moreover, there were 156,000 individual industrial and 
commercial households in 1957, but by 1979 the number had dropped to 38,000. If 
the 1957 level is regained, the province can arrange employment for 118,000 
people. Third, the central authorities have given approval for our province to 
adopt special policies and flexible measures in foreign economic activities. If 
we only give full play to the superiority of this point and vigorously develop 
compensatory trade and the material processing and assembly trade, we can arrange 
employment for large numbers of staff members looking for work. According to our 
understanding, the whole province has already signed over 4,000 contracts with 
foreign merchants. There are some 70,000 material processing and assembly staff 
workers, 40,000 of whom were arranged by cities and towns. At present, many items 
are still under negotiation, and we expect greater development these 2 years. 

This cannot be ignored as a means of solving the labor employment problem. In 
connection with this, the construction of a special economic region, hotels, 
restaurants, and housing jointly financed and operated with foreign merchants, as 
well as the construction of urban administration and housing for staff workers, 
requires the vigorous development of building materials and construction industries. 
This can also solve the employment problem for a good number of people. 


Resolving the labor employment problem involves a very broad area. All levels of 
party committees and the government must strengthen their leadership, and all 
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concerned departments must vigorously cooperate and coordinate with each other. 
The central authorities have now put forth a correct and realistic policy to solve 
the labor employaent problem. Through this labor employment conference, our 
province hae proposed specific measures suitable for our conditions. Following 
the development of the undertaking to construct the four modernizations, if the 
province only proceeds from reality, gives play to our superior conditions, 

makes concerted efforts, and opens all avenues, it is entirely possible for us te 
have a better resolution of the labor employment problen. 
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NEW POLICIES SOUGHT TO IMPROVE BEIJING'S TRANSPORTATION 
Beijing RENMIN RIBAO in Chinese 13 Oct 80 p 3 


[Article by Zhu Yuheng [4376 3768 3801): “Exploring the Restructuring of Transpor- 
tation Policies From the New Changes in Beijing's Transportation") 


{Text} Heartening Changes 


From the 1950's until 1979, Beijing Municipality was almost constantly in a strained 
situation with regard to its highway and municipal freight transportation. The 
quantity to be moved was large, but the capacity to move it was inadequate. But un- 
expectedly, ever since 1979, a dramatic change has occurred in the transportation 
situation, with a shortage of transportation capacity becoming a surplus of trans- 
portation capacity. Between January and April 1980, vehicles of the Beijing Municipal 
Transportation Company halted their operation of more than 22,000 shifts (8 hours of 
hauling by a single vehicle constituting a shift) for lack of goods. Vehicles used 
by various unite and enterprises in Beijing in capital consturction, the municipal 
government, home maintenance, industry and commerce also experienced a shortage of 
loads and a surplus of transportation capacity. 


Why did thie change take place? Has the amount of goods declined? No. Quantity of 
freight in Beijing between January and August this year was the same as for the same 
sertod last year. The principal reason occasioning the change was a series of new 
economic policies that stimulated the initiative of government organizations and 
business enterprises to use their own vehicles (termed social vehicles hereafter), 
thereby increasing transportation efficiency. At the end of 1979, the entire city 

of Beijing had a total of 52,307 goods hauling vehicles of which 4,405 or 8.4 percent, 
were in enterprises specializing in transportation. Social vehicles numbered 47,902, 
or 91.6 percent. In the past, even though some units had sufficient transportation 
capacity to supply their own needs or even capacity in excess of their own needs, 
they still called upon companies specializing in hauling to haul some of their goods, 
‘ince the efficiency of their own transportation was not high. For example, though 
vehicles used by transportation enterprises for the hauling of goods amounted to only 
11.3 percent of the total number of such vehicles throughout the city in 1975, they 
hauled 50.15 percent of the total amount of goods moved throughout the city, while 
social vehicles, which accounted for 88.7 percent of the total number of vehicles 

in the city, carried only 49.85 percent of the goods in the entire city. In 1979, 

a change occurred in this situation. In the course of this single year, some units 
and enterprises in Beijing jointly organized 396 transportation companies, large and 
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emall, and motorcar units. The number of vehicles totalled 10,000. Transportation 
efficiency of the social vehicles increased by an average 10 to 15 percent. 


The explanation for changes in Beijing municipal transportation are provided in the 
following facts. 


l. The fundamental reason for the former shortage of freight transportation in 
Beijing was not an inadequate number of vehicles but economic policies being on the 
wrong track. 


2. There was a great unused potential in freight hauling vehicles. For the past 20 
years, the government has used all sorts of administrative methods to little effect 
in unearthing unused potential in social vehicles. Now the situation has changed. 


New Problems 
Accompanying this heartening change has been the appearance of some new problems. 


The first problem is too many goods-hauling vehicles. While a surfeit of transpor- 
tation capacity has occurred on the one hand, numerous units have blindly purchased 
new vehicles on the other. According to statistics from the Municipal Public 
Security Bureau, during the first half of 1980, units in Beijing acquired a total of 
3,817 new freight hauling vehicles. This is a very great waste. 


A second problem is lack of unanimous understanding of some problems, which creates 
a certain amount of confusion in actual work. For example, in the situation of 
surplus transportation capacity and competition, will the strengthening of the "three 
unities" or will the adroit guidance of action according to circumstances to make 
best use of advantages bring about competition and promote unity? Should high trans- 
portation costs be used to maintain high profits, or should there be low per unit 
profits on volume hauling? In the pricing of hauling, should it be on the basis of 
the goods (as for example the size of the shipment, ease in loading or unloading it, 
or fragility), or should it be on the basis of place of shipment (such as mountain 
regions or plains), or should it be on the basis of the vehicle to be used (as for 
example, whether the vehicle is large or small)? Or should it be according to the 
old rules of 30 years standing that use a single price for all? 


Some Transportation Policies Need Study and Restructuring 


On the basis of the situation in Beijing, study and restructuring of some transpor- 
tation policies is currently needed. 


On the “Three Unities Policy" 


The "Three Unities Policy" was first proposed during the 1950's in the Government 
Administration Council's, "On Temporary Means of Handling Abolition of the Feudal 
Monopoly System in Hauling.” The temporary methods provided for "unified contracting 
for goods," “unified deployment of labor forces," and “unified fixed prices" for 
hauling companies everywhere. Subsequently, the central government department 
responsible for communications developed the term to mean, unified arrangements about 
the supply of goods, unified balance in the means of movement, and unified management 
of transportation prices, which has become the fundamental policy in highway and 
municipal cransportation work in the country. 
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The "three unities policy" prior to the 1956 completion of socialist reform was 
correct, and played an active role. But in 1956, following completion of nationwide 
socialist reform, the political and economic foundation for the "three unities policy" 
no longer existed. Consequently, its active role became less and less, and its 
passive role became greater and greater. On the one hand it became a magic weapon 
for the use of units in charge of transportation to control customers and to block 
customers, allowing transportation units gradually to propagate and nurture a whole 
set of business operating methods in the style of a “bureaucratic commercial yamen" 
that preserved poor service, lack of convenience in transportation, tardiness in 
deliveries, and excessively high prices. On the other hand, it enabled some govern- 
ment enterprises with inadequate transportation means, as well as transportation 
units that provided bad service, to make additional unnecessary purchases of trans- 
portation vehicles in order to be "small and complete," or “large and complete." 





in order to turn disadvantages into advantages and to solve the problem of numerous 
vehicles with little goods to haul, it is necessary, under the guidance of the state 
plan, to allow specialized and unspecialized transportation enterprises to make the 
most of their individual strong points, to launch competition, and to promote com- 
bining of enterprises. So long as matters are handled in accordance with economic 
laws, there is no need to fear government organizations in possession of social 
vehicles or enterprise inability to manage, and no need to fear that a halt of 
vehicles for lack of goods by specialized transportation enterprises will cause a 
crisis. In the restructuring of the “three unities policy,” the same tax revenue 
and profits system should be used for specialized transportation enterprises and 
social transportation enterprises alike, and in the distribution of energy there 
should be preferential supply of petroleum production, with vehicles that consume 
least being supplied more oil, while those that consume most being supplied either 
less petroleum or none at all. This is the only way to arouse the initiative of all 
quarters and make the transportation market come alive. 


On Transportation Industry Profit Rates and Pricing Policies 


The current rate of profit for both the highway and municipal transportation industries 
tends to be high. Take the Beijing Municipal Transportation Company as an example. 
In 1979, this company's profit rate for motor vehicle transportation output value 

was 30.27 percent, and between January and June 1980, it was 26.77 percent. As the 
profits of motor vehicle transportation enterprises mount, the effectiveness of state 
investment in economic construction declines. This plus the costs of large indus- 
trial and commercial enterprises causes a large amount of state construction capital 
to circulate and travel around without benefit year after year, and it stimulates 
numerous departments and units to squeeze out some capital in one way or another to 
buy vehicles and go into the transportation business. In order to meet the new 
situation in development of the commodity economy, the profit rate of the motor 
vehicle transportation industry has to be reduced and suitable, individualized 
restructuring done to existing transportation prices in an application of a policy of 
low profits and much hauling. A certain amount of fluctuation downward in trans- 
portation prices should also be allowed in order to help launch competition, 
specialized transportation enterprises thereby making full use of their special 
position in providing convenient, timely, and eocnomically complete service. This 
will bring about a gradual readjustment to sensible proportions of the number of 
social vehicles among the total number of transportation vehicles. 
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On the Problem o Proportionate Development of the Motor Vehicle Transportation 
Industry and Various Unite in the National Economy 


The surplus in transportation capacity is clearly evident, yet the number of vehicles 
continues to increase year after year the same as ever, demonstrating that the state 
plan and fiscal units' proportionate development of each sector of the national 
economy lacks overall investigation and study. In the total composition of freight 
hauled in Beijing Municipality, capital construction occupies 40 percent. During the 
period 1957 to 1979, the number of transportation vehicles increased 12.4-fold, yet 
the area of capital construction during the same period increased less than l-fold. 
Furthermore, transportation of commodities takes up a good portion of the quantity 
transported, but the increase in commodity retail fixtures was only 2-fold. These 
statistics demonstrate that the speed of increase in transportation vehicles has 
greatly exceeded the increased in growth of the various sectors served. In order to 
make rational distribution and use of national construction funds, every planning 
echelon in the country must greatly cut back on increases in investment for new 
vehicles in places where an excess of transportation capacity exists, no matter 
whether in specialized industries or in non-specialized transportation enterprises, 
and with the exception of continued replacement and improvements in vehicles. They 
must also strictly control use of foreign exchange to import vehicles. Old surplus 
vehicles may be scrapped and gasoline guzzlers should be locked up for safe keeping. 
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MODERNIZATION OF COMMUNICATIONS, TRANSPORTATION DISCUSSED 
Hong Kong ZHONGGUO XINWEN in Chinese 30 Sep 80 pp 4-5 


{Article by correspondent Xu Yongping [6079 3057 1627]: “China Striving To Carry Out 
Construction of Communications and To Accelerate Modernization of Communications and 
Transportation") 


[Text] China is in the process of ov. rall planning and making rational arrangements 
in an effort to intensify communications construction for the gradual building of 
various forms of transportation in concert with the development of an overall trans- 
portation network to meet the needs of national economic growth. 


A person concerned in the Ministry of Communications said that the specific goals of 
the modernization of China's communications and transportation are construction on 
internal rivers of a water transportation network the main trunks of which will be 
the Yangtze and the Pearl River systems, and the Huai River and the Beijing-Hangzhou 
Canal, and in which the Yangtze River and the Pearl River will be linked to form 
unified, unimpeded passage through the main trunks and branches of rivers and lakes. 
Highway construction will use national trunk highways as their main framework, 
connecting large and medium size cities, industrial, mining, grain, and cotton bases, 
as well as tourist areas, to form a highway network consisting of trunk, and branch 
roads that radiate in all directions. There will also be construction of modernized 
ports with highly efficient loading and unloading equipment and complete associated 
facilities to meet the needs of domestic and foreign transportation with Shanghai, 
Tianjin, Qinhuangdao, Huangpu, and Lianyungang, the five coastal ports, as the main 
focus. A large oceangoing, coastal, and internal river transportation fleet is also 
to be built. There is to be a bulk system used for quantity cargoes and container- 
ization of individual and miscellaneous cargoes. 


China's port capacity, air and sea routes and highways, as well as the number of its 
ships and types of ships are currently unable to meet the needs of increasing growth 
in agricultural and industrial production and foreign trade. In order to strengthen 
this weak link, in addition to vigorous development and construction of energy 
resources, China is vigorously engaged in construction of communications and trans- 
portation. Principal points where construction is currently underway are as follows: 


Accelerated construction at key coastal ports for foreign trade, particularly the 
coal pliers at Qinhuangdao, and Shijiusuo port, the containerization piers at Shanghai, 
Tianjin, and Huangpu. Efforts are being concentrated on the construction and putting 
into operation of the more than 40 10,000-ton anchorages, which ere now underway. 











Restarting of new construction of a group of deep water anchorages and passenger 
ship anchorages of more than 10,000 tons at the ports of Dalian, Yingkou, Tianjin, 
Qingdao, Lianyungang, Shanghai, Huangpu, Zhenjiang, and Nanjing. 


Undertaking technical improvements, increasing loading and unloading efficiency, 

and increasing cargo handling capacity of existing piers and ports, bringing them into 
line with international advanced standards in equipment and management for ocean 
transpor' on. 





Strengthe: og development and construction of internal river transportation. During 
the next 10 years, full use is to be made of the Yangtze River water system, with 
principal emphasis being placed on Yangtze River shipping, and on improvement and 
enlargement of ports and docks in order to accommodate the opening of the river to 
foreign ships and the development of tourism. Construction of the section of the 
West River from Guangzhou to Nanning, bringing it up to standards for navigation by 
fleets of 1000-ton barges. Expansion of the Jining to Hangzhou section of the 
Beijing to Hangzhou Canal to enlarge its navigational capacity. Dredging of the Huai 
River watercourse to meet standards for the operation of fleets of 1000-ton barges. 


Construction of Yangtze River harbors centers on those at Wuhan, Chongqing, Wuhu, 
Jiujiang, Nanjing, and Zhenjiang. Dredging and repair of che mouth of the Yangtze 
to permit year-round navigation as far as Nanjing of 10,000-ton ships, and passage 
as far as Chongqing and Yibin of 1000-ton barge fleets. 


Road construction will consist primarily of improvements to existing roads, and 
improvements in the technology and carrying capacity of trunk highways. Main emphasis 
is to be on improving and increasing national trunk highways, connecting them into a 
rudimentary highway network. Road sections at Beijing, Shanghai, Tianjin, and 
Guangzhou, and at major ports, railroad stations, important industrial and mining 
areas, grain and cotton bases and major tourist areas will be improved and increased 
with all possible speed. 


Concurrent with improvements and increases in trunk highways will be intensified 
construction of roads in mountain areas, in border areas, and in areas inhabited 
by minority peoples, in an effort to transform the backward state of roads in some 
areas. 


Continued increase in the transportation capacity of motor vehicles and ships. Some 
years from now, not only will the number and tonnage capacity of vehicles and ships 

be more than double what it is at present, but there will also be constant improvement 
and increase in the kinds and the technology of all ships and vehicles. 


Persons concerned in the Ministry of Communications told the correspondent that the 
modernization of communications and transportation will be done mostly through the 
use of China's resources, but the purchase from abroad of some ships and motor 
vehicles should not be ruled out. China is presently considering various methods of 
solving the problem of capital for the construction of harbors and fleets. It is at 
the same time looking for unused potential, innovations and improvements in existing 
facilities, studying advanced foreign science and technology, and constantly 
improving management levels. 
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PROGRESS REPORT ON CONSTRUCTION OF HIGHWAY BRIDGES 
Hong Kong ZHONGGUO XINWEN in Chinese 22 Aug 80 p 1 
{[Article: "There Are 128,000 Highway Bridges in China Today"] 


[Text] According to a spokesman of the Ministry of Transportation, there are a total 
of 128,000 highway bridges in China today, with a total length of more than 3.28 
million meters. More than 90 percent of these bridges are permanent bridges. 


The Changjiang was without a single bridge before the birth of new China, whereas 
today, in addition to the two steel bridges for both railroad and highway built one 
after another at Wuhan and Nanjing, there is a brand-new Chongqing Changjiang Highway 
Bridge. Construction of this new bridge was completed in July of this year. The 
bridge structure consists of prestressed steel reinforced concrete. Its total length 
is more than 1,100 meters, and the bridge is 21 meters wide. It links the main route 
in the suburbs of Chongqing in the north and connects with the Chuanqin highway in the 
south. It is expected to have an important impact on the agriculutral and industrial 
production of the provinces in the southwestern region of this country. 


There was only one bridge over the Huanghe, the second longest river of China, before 
the birth of new China. This bridge was the Lanzhou Highway Bridge, built by the 
foreigners. Today, there are more than 30 highway bridges over the Huanghe. Every 
one of the eight provinces through which the Huanghe flows has built highway bridges 
over it. The Huanghe Highway Bridge situated at Luoyang, in Henan Province, is the 
longest steel reinforced-concrete bridge built in this country. Its total length is 
3,400 meters, with more than 60 spans. The bridge is 11 meters wide; three buses can 
run side by side. 


With the progress of its highway construction, China is putting more emphasis on 
construction of highway bridges. Highway bridges whose construction work has recently 
been completed and put into service include a long-span, skew bridge at Peijinag in 
Sichuan Province and a highway bridge over the Hanjiang in Hubei Province. The 
Hanjiang highway bridge, situated at the throat of the four provinces of Hubei, Hunan, 
Sichuan, and Shaanxi, crosses the Hanjiang between Guanghua and Gucheng in Hubei 
Province. This bridge is 2,000 meters in length and has 58 spans. It is the second 
longest highway bridge in China today. Those highway bridges which are being built 
today include a Changjiang bridge at Luzhou in Sichuan, a Changjiang bridge at Gezhouba, 
and a Huanghe bridge at Jinan in Hubei. The bridge over the Huanghe at Jinan is a skew 
bridge of steel reinforced-concrete construction, with a total length of more than 
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1,000 meters and a span as long as 220 meters. This bridge has the longest span of 
all similar bridges in this country. Construction of the piers and cable towers of 
this bridge has been completed. Besides the bridges mentioned above, there are a 
Shihe bridge in Liaoning, a Xijiang bridge in Guangxi, and a Dongjiang bridge in 
Guangdong. The construction work on these bridges is nearly complete, and they are 
expected to be open to the public before the end of this year. 


China has a long history of bridgebuilding. Stone bridges were built in China as 
early as the Chou Dynasty (1066-771 B.C.). A stone arch bridge, known as the 
"Zhaozhou Bridge," was said to be built by stonemason Li Chun of the Sui Dynasty 
(605-616 A.D.) in what is today Zhao County in Hebei. It was very skillfully con- 
structed and is beautiful in appearance. It is still functional today, and automo- 
biles pass over it safely every day. This proves the wisdom and skill of the working 
people of ancient China. Since the birth of new China, bridge construction in China 
has not only taken care to preserve the traditional national style but has also 
widely adopted the world's advanced technology related to bridge construction. As 

a result, many bridges of high standards have been built since. 
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